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INTRODUCTION 



The reading matter in this book is reprinted from the 
issues of The Weekly Bulletin (of Leather and Shoe 
News), beginning May 28, 191 1. 

It is believed that the value of this Discussion of the 
Real Issue in Shoe Machinery contained in these pages 
is greatly increased, from the fact that what was first in- 
tended to be conservative and accurate has now stood the 
test of months of wide circulation without any answers to 
the principal arguments coming to our attention. In fact, 
we have been repeatedly informed that the arguments are 
true to facts and unanswerable. 

Conunendation for the attitude of these articles has re- 
peatedly come to the publishers; while criticism has, from 
our knowledge, been slight and partisan. 

For these reasons, and the great importance of the subject, 
we consider it worth while to make these reproductions. 

Weekly Bulletin Publishing Co., 
Boston, Mass. 
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[Reprinted from the issue of May 27, 191 1.] 



CHAPTER I. 

"FREE" BOOTS AND SHOES VS. "TAXED" 
SHOE MACHINERY. 

[Special Correspondence.] 

To the Editor oj ''The Weekly Bulletin'':— 

The recent action of the House of Representatives in plac- 
ing boots and shoes on the free list continues to be, naturally, 
a matter of concern and discussion in the trade. Previously, 
when this issue has arisen, it has been urged that the cheaper 
wage-rate obtained by foreign shoe manufacturers demanded 
a tariff protection for American boots and shoes. While 
this reason against free shoes is still being strenuously ad- 
vanced, another consideration is brought forward to show an 
additional advantage which would be enjoyed by the foreign 
producer of shoes over his American competitor in the event 
that the former was allowed to seek the American market 
with no tariff restrictions. It is claimed that the foreign 
shoe manufacturer has a distinctive advantage in the matter 
of his most important and essential machinery because he is 
able to operate it on a non-royalty basis, while the American 
manufacturer is obliged to use the same type of machinery 
imder rental, pa)dng for such use royalties which in some in- 
stances, it is claimed, are equal to a satisfactory profit on 
his product. It is urged that, even if it be admitted that the 
American manufacturer has some advantages in superior 
skill and ability of his operatives which offset the lower scale 

[7] 
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8 Discussion of Shoe Machinery 

of wages enjoyed by the foreigner, the favorable situation of 
the latter with respect to his machinery would be a serious 
handicap to the American producer in his home market imder 
free shoes. 

A gentleman with an extensive experience in shoe ma- 
chinery, both at home and abroad, recently returned from 
Europe where his duties required that he visit practically 
all the leading shoe factories in England and on the Conti- 
nent, being asked his opinion as to the effect of free boots 
and shoes on the American shoe manufacturer so far as it 
related to the shoe machinery conditions existing in the 
United States and Europe, stated: — 

"In my opinion the effect would be very serious. To the 
best of my knowledge and belief forty per cent, of the 
European shoe production is turned out on independent, or 
non-royalty, machinery (and from my observation this per- 
centage is rapidly increasing), while substantially all the 
machine-made boots and shoes in the United States are pro- 
duced by machinery which the manufacturer does not own 
as to the most important machines, but is obliged to rent on 
a royalty basis, and under restrictions and conditions which 
the foreign manufacturer with his non-royalty machinery 
avoids, to his substantial advantage, in my opinion. I will 
illustrate the difference between the American manufacturer 
with his rented machinery and the European producer with 
his non-royalty machinery by taking a Welt Sewing Ma- 
chine on which the basic patents have expired and which in 
its results in quality and quantity of work is substantially 
the same in both instances. The manufacturing cost of one 
of these machines is, approximately, $300, and shoe machin- 
ery companies in Europe are selling them outright for $1,000 
or less. The first year's cost of operation of this machine 
to the foreign manufacturer may be stated: initial cost. 
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$i,ooo; interest, $60; depredation (10%), $100; total, 
$1,160. At the end of the year the manufacturer owns the 
machine, valued at $900. Second year's operation: interest, 
$60; depreciation, $100; total, $160. At the end of the 
second year the manufacturer owns the machine, valued at 
$800. 

"The cost to the American manufacturer for operating one 
machine of the same type may be stated as follows: first 
year: initial cost, nothing; minimum rental, or royalty, 
$1,200; total, $1,200. The manufacturer does not own the 
machine. Second year's operation: minimum royalty, 
$1,200; total, $1,200. The manufacturer does not own the 
machine. This rental, or royalty, will continue during the 
term of the contract imder which the machine is rented, or 
leased, — ^usually seventeen years. It will be observed from 
this illustration that at the end of the second year the cost to 
the American manufacturer for operation for that year will 
be $1,040 greater than the cost to the foreigner. If this 
illustration be applied to an American and European manu- 
facturer, each requiring ten Welt Sewing Machines, it will be 
noted that the cost of operation for the second year, and 
thereafter, to the American would be $10,400 greater than to 
the foreign manufacturer in each year for this one step, or 
operation in manufacture. It is to be recalled that at all 
times the foreign manufacturer owns his machines, while the 
stated cost to the American manufacturer represents rent, 
or royalty, and at no time does he own his machines. The 
foregoing illustration is exclusive of the matter of spare parts 
and repairs. Both the American and foreign manufacturer 
have to pay for these items. The difference is that the 
American manufacturer is obliged by the terms of his con- 
tract, or lease, to leave the determination of the necessity of 
spare parts and repairs to the owner, or lessor, or his rented 
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10 Discussion of Shoe Machinery 

machinery, and must pay for the same at the rates established 
by the owner. On the other hand, the foreign manufacturer 
owning his machinery may use his discretion and judgment 
as to when and how many spare parts or repairs are neces- 
sary, and he may have some voice in the matter of the prices 
for the same. I think this consideration is of importance 
and may be of substantial value in a large factory. It has 
been my observation that in European shoe factories this 
freedom of the owners to direct the operation of their ma- 
chinery results in many practical economies in the matter 
of spare parts and repairs. In this connection I quote a 
statement recently published by a prominent American shoe 
manufacturer, relating to an adjustment of some rented, 
or leased, machinery: — 

"* Having completed his work' — ^referring to the agent of 
the machinery company from which he rented his machines 
— * (accomphshed in less than two weeks), a bill was re- 
ceived from the Company amounting to $942.18 for new 
parts supplied, upon which undoubtedly the Company made 
a profit of not less than five or six hundred dollars.' 

"It seemed noticeable to me that the foreign users of 
independent shoe machinery were particularly successful. 
Any suggestion to them of the advantages of the American 
shoe machinery royalty system is met with an invitation to 
compare the results they are getting with those of the best 
American factories where the machinery is rented, and with 
the counter-suggestion that their saving in royalties will pay 
for the cost of their machinery in approximately one hundred 
days. 

"I am strongly of the opinion that our manufacturers 
will make a mistake if they are not awake to the shoe ma- 
chinery conditions in Europe and appreciate their danger in 
the event of free shoes. A leading American shoe manu- 
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facturer, who appeared before the Senate Committee on 
Finance in opposition to placing boots and shoes on the free 
list, estimated that the annual output of boots and shoes in 
the United States aggregated $375,000,000, and Hhat their 
profit did not exceed 3)^ per cent/ To the best of my judg- 
ment and belief this profit is about equal, in the case of welt 
shoes, to the royalty which the American manufacturer is 
obliged to pay for the use of his essential machinery, di- 
rectly and indirectly. 

"So long as the American manufacturer is able to charge 
this royalty in the cost of his product and collect it from the 
consumer through adding it to the selling price of his goods, 
he is not financially injured. But in the event that his home 
market is opened up to a foreign competitor who does not 
have to add any royalty cost to the selling price of his goods 
it will be obvious that the American manufacturer will be at 
a serious disadvantage in the matter of competition. 

"It will not do, in my opinion, for our manufacturers to 
assume that the machinery which they rent is superior to 
that which is sold outright abroad, or that the foreign shoe 
operatives are incompetent to obtain first-class results from 
such machinery. 

"It may be improbable that boots and shoes will be placed 
on the free list this year. It is not impossible that such may 
be the fact as a result of the elections of 191 2." 
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CHAPTER II. 

IS THERE ANY COMPETITION IN SHOE MA- 
CHINERY IN THE UNITED STATES? 

To the Editor of ''The Weekly Bulletin'':— 

In your issue of May 27 a communication entitled "Free" 
Boots and Shoes v, "Taxed" Shoe Machinery called atten- 
tion to the danger of the American shoe manufacturer, in the 
matter of machinery conditions in the United States as com- 
pared with those in Europe, in the event of the tariff being 
removed from boots and shoes. Since the publication of 
such article the writer's attention has been called to a state- 
ment recently appearing in a paper to the effect that there 
was considerable competition in shoe machinery in the 
United States also, and a considerable nimiber of shoe ma- 
chinery concerns were named as being in the field in addi- 
tion to the predominating company. An analysis of such 
statement, however, discloses its fallacy as a practical prop- 
osition, and strongly tends to emphasize the substantial 
advantages enjoyed by the foreign shoe manufacturer in 
the matter of non-royalty machinery, because such analysis 
clearly shows that the products of the independent shoe 
machinery concerns, so called, in the United States are 
mainly minor or auxiliary machines. Competition in ma- 
chinery, whether for making shoes or other articles, means, of 
course, that the manufacturer desiring such machinery may 
go into the open market and select such machines as he may 

[12] 
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Competition in Shoe Machinery in the United States? 13 

desire from two or more concerns, and, if he requires, may 
equip his factory with all the machines essential to his prod- 
uct through selections from competitive concerns. This con- 
dition exists in Europe to the benefit of shoe manufacturers. 
It does not exist in the United States. Prior to 1899 (^^^ y^^r 
in which all the shoe machinery concerns producing the 
most important and essential machines were merged or com- y 
bined) there were shoe machinery companies in competi- 
tion in lasting, welting, stitching, metallic fastening and 
heeling machines, and the shoe manufacturer was at liberty 
to make such selections as, in his judgment, his requirements 
demanded. The immediate result of this shoe machinery 
combination in 1899 was a patent monopoly of the most 
essential machines, which in itself, perhaps, was legitimate 
under our patent laws. But many of the basic patents 
covering such essential machines were nearing expiration in 
1899, and within a short time the patent monopoly was suc- 
ceeded by an ownership monopoly, shoe manufacturers being 
induced to sign long-time contracts which provided that, 
in eflfect, all the most important and essential machines of 
the combination must be used. The result has been that 
independent shoe machinery companies that have produced 
lasting, welting and stitching, metallic fastening and heeling 
machines, through taking advantage of the principles of ex- 
pired basic patents and through improvements made by 
their inventors, have found the field for their product blocked 
by the contract, or lease, referred to. Of the 1,300 shoe pro- 
ducing concerns in the United States it is estimated that 
there are less than ten, making machine-made goods, that are 
not under the domination, as to their most important ma- 
chines, of the shoe machinery combination, and that these 
concerns produce not more than three-quarters of one per 
cent, of the total product. In the matter of welt shoes the 
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writer knows of but one concern producing this leading type 
of footwear by means of independent, non-royalty ma- 
chinery; and this manufacturer was obliged to build a large 
percentage of his machinery. In view of these facts it is 
futile, not to say nonsensical, to attempt to maintain that 
there is anything that can be properly termed as competi- 
tion in shoe machinery in the United States with respect to 
the essential machines of the systems mentioned; namely, 
machines of the lasting, welting and stitching, metallic fast- 
ening and heeling systems. It is true that there is in the 
United States independent shoe machinery so complete 
and of such demonstrated efficiency that its practical em- 
ployment in the production of some part of the boot and 
shoe output of the United States would naturally and reason- 
ably result under ordinary conditions. But, if all this ma- 
chinery were to be combined with that now used in Europe 
on a non-royalty basis, it could not be employed in the 
production of one single pair of welt shoes out of the vast 
total of this type of footwear turned out in the United States 
— except in the solitary factory referred to — ^because of the 
restrictions binding the American shoe manufactiurer to 
exclusively use the machinery combination's machines of the 
types above enimierated. Competition in shoe machinery in 
the United States is restrained, in the writer's opinion, 
solely because of this contract. This restraint is imposed 
on the shoe manufacturer because he can have no choice or 
discretion in the matter of his most essential machinery; 
on the shoe machinery producer because this contract closes 
the market to him, even though his product may be superior 
to that employed under the contract; and to the consumer, 
or wearer of shoes, because he is deprived of enjoying the 
benefits which naturally result from competition, either 
through lower prices or better shoes. The great advance in 
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shoe manufacturing, in which the United States led the 
world, has been due in a large degree to her inventors, and, if 
such prestige is to be maintained, an independent field must 
be aflforded wherein the shoe manufacturer, the inventor and 
the producer of shoe machinery, may co-operate in maintain- 
ing the American supremacy in all that pertains to the manu- 
facture of boots and shoes. 
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CHAPTER III. 

IS THE SHOE MACHINERY COMBINATION A 
PATENT MONOPOLY? 

[Special Correspondence.] 

To the Editor of " The Weekly Bulletin":— 

It is probable that it is generally regarded as a fact in the 
shoe manufacturing and allied trades, and to a considerable 
extent by those outside of such trades who have given the 
matter casual attention, that the shoe machinery combina- 
tion in the United States is so strongly intrenched through 
ownership of broad and controlling patents that it is practi- 
cally impossible for others to enter the field. This, however, 
is a misconception of the real and present situation in shoe 
machinery. 

Prior to the merger, or combination, of the leading shoe 
machinery companies in 1899 there was competition in 
lasting, welting, stitching, fastening, and heeling machinery, 
there being competing concerns producing patented machines 
of the character, or types, enumerated. At this time there 
was no patent monopoly in any one concern in shoe machin- 
ery, and shoe manufactiurers were at liberty to exercise dis- 
cretion and judgment in the selection of their most essential 
machinery. The merger, or combination, of these compet- 
ing concerns did, undoubtedly, at that time create a patent 
monopoly in shoe machinery of the kinds mentioned. 
Whether or not a combination of independent concerns 

[16] 
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Is the Shoe Machinery Combination a Patent Monopoly? 17 

producing competing patented machinery is legal and a 
combination of concerns competing in the production of 
unpatented articles is illegal, although the effect in both 
cases is the elimination of competition and the creation of a 
monopoly where none existed before such combination, is 
an inquiry not within the scope of this presentation. It 
may be proper, however, to express a doubt whether the 
theory, intent and spirit of the patent laws will be held to 
support a monopoly absolutely hostile to the principles on 
which such laws are founded. 

The patent monopoly acquired by the shoe machinery 
combination in 1899 was of short duration because many of 
the basic patents of the various constituent companies 
were nearing expiration, and within a few years practically 
all such patents have become public property. Had this 
danger to the monopoly not been certain, there would appear 
to have been no necessity for the combination to estabhsh 
the system of leases now existing. If the monopoly of the 
combination had been supported by broad and basic patents, 
there would have been no reason for an insistence upon a 
iorm of contract which binds the shoe manufacturer exclu- 
sively to use the principal royalty machines of the combi- 
nation through the tying clause whereby the use of all such 
machinery is demanded. If through patent control shoe 
manufacturers were unable to obtain lasting, welting, 
stitching, metallic fastening, and heeling machinery except 
from the combination, it would seem to be not only unneces- 
sary, but a possible source of future trouble to inaugurate a 
system of contracts, or leases, which must be regarded as 
of doubtful validity. The shoe machinery operations of 
Thomas G. Plant, and the results therefrom, strongly indi- 
cate, if they are not conclusive, that the combination does 
not seriously maintain that it possesses a complete patent 
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monopoly on shoe machinery. Mr. Plant was a lessee of 
the combination, renting all of his more important machinery 
from it. One of the stipulations of the contract was that 
the lessee specifically admitted the vaUdity of all the patents 
of the combination enumerated in the contract. And yet 
in spite of the fact that he, or his company, was a party to 
such stipulation, Mr. Plant built, and put in operation in 
his shoe factory, a complete system of shoe machinery, 
which included the machines of the lasting, welting, stitch- 
ing, metallic fastening, and heeling systems, embodying 
practically all the basic principles of like machines of the com- 
bination. It is reasonable to suppose that Mr. Plant was 
fully advised with respect to the patent situation before 
undertaking an enterprise of this magnitude. It is incon- 
ceivable to suppose that, if the shoe machinery combina- 
tion could have enjoined Mr. Plant, because of its owner- 
ship of controlling patents, it would not have done so rather 
than have paid him a large sum of money as a purchase 
price. That it did not invoke patent protection in this 
instance, except by a few suits based on patents for imim- 
portant details of construction, for the suppression of the 
Plant interference, must be regarded as pretty conclusive 
that it cannot control the entire field through its patents. 
It must also be the conclusion that the combination cannot 
restrain others from doing substantially the same things 
that Mr. Plant accomplished, in the creation of an inde- 
pendent, complete, and non-infringing system of shoe 
machinery. 

That the shoe machinery combination has a monopoly 
of the closest character based in its ownership of practically 
all shoe machinery, of the kinds heretofore referred to, 
that is employed by American shoe manufacturers under 
tying contracts to use such machinery exclusively, and that 
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because of such tying contracts it is practically impossible 
for independent shoe machinery of the kinds in question to 
be marketed, — even though it may be superior to that in 
use under such contracts, — ^is not to be denied. That the 
combination has a complete patent monopoly under which 
it can prevent others from making, using, and vending a 
complete system of shoe machinery, or restrain its employ- 
ment in the production of some part of the vast output in 
boots and shoes in the event that the prohibitive contracts 
between it and substantially all of the shoe manufacturers 
in the United States were annulled, is emphatically dis- 
puted for and because of the reasons which have been set 
forth. 
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CHAPTER IV. 

THE SHOE MACHINERY QUESTION IN 
CONGRESS. 

To the Editor of ''The Weekly Bulletin'':— 

It is reported in the public press that, as a result of recent 
hearings and debates in Congress in relation to placing 
boots and shoes on the free list, several bills have been 
drawn, with the purpose of restraining the scope of opera- 
tions of the shoe machinery combination, which, it is claimed, 
possesses a monopoly that is being exercised in such a man- 
ner as to practically eliminate competition in shoe machin- 
ery of fundamental, or essential, types. 

During a recent debate in the House a Congressman 
from Massachusetts made a speech in opposition to placing 
boots and shoes on the free list, in the course of which a 
defence of the shoe machinery combination and its methods 
was presented at some length. As this speech has been 
quoted with apparent approval and enthusiasm by those 
trade papers and others, generally regarded as echoing 
the sentiments of those controlling the shoe machinery com- 
bination, it is assumed that the Congressman's speech, so 
far as it relates to the shoe machinery monopoly in the 
United States, is an authoritative statement of the com- 
bination's operations and methods. 

The Congressman is reported as saying:— 
[20] 
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(i) "This company" (the shoe machinery combination) 
"represents a combination made twelve years ago of three 
companies, — the Goodyear Sewing Machine Co., the McKay 
Shoe Machinery Co., and the Consolidated & McKay Last- 
ing Machinery Co. Each of these companies furnished 
fundamental machines to perform a particular class of op- 
erations, each independent of the other, but together mak- 
ing up the links of one industrial chain." 

If this statement is intended to convey the impression 
that the combination in shoe machinery in 1899 did not 
result in a restraint of interstate trade and the elimination 
of competition in "fundamental" shoe machinery, it is not 
in accordance with the facts. Immediately prior to the 
time of forging this "industrial chain" there existed com- 
petition in "fundamental" shoe machinery, there being 
competing concerns producing lasting, welting, stitching, 
fastening, and heeling machinery. , Moreover, as a result 
of such competition, this "fundamental" machinery was 
leased on different rates of royalties; and some of it was sold 
outright, free from royalty. It is necessary, therefore, to 
a clear understanding of the component parts of this "in- 
dustrial chain," to point out that it contained several links 
of the same kind, or competing lasting, welting, stitching, 
fastening, and heeling machinery links, not previously 
welded together in an "industrial chain." 

(2) "It" (the shoe machinery combination) "does not 
require in its contract that any number of its machines shall 
be used. In fact there are sixty different shoe machinery 
manufacturers in the United States furnishing shoe ma- 
chines which are working side by side with these funda- 
mental machines," — those of the combination. 

In reply to these assertions it may be stated without 
fear of contradiction that the contracts of the combination 
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do not permit the use of independent "fundamental" ma- 
chinery — blasting, welting, stitching, metallic fastening, and 
heeling machinery — "working side by side with these fun- 
damental machines" of the combination. An examination 
of copies of such contracts is fatal to the contention con- 
tained in the preceding paragraph. In the matter of the 
"sixty different shoe machinery manufacturers in the United 
States" it is supposed these are intended to include those 
which produce machinery for manufacturing shoe uppers as 
well as those producing minor, or accessory, bottoming shoe 
machinery. It will be a sufficient answer to this intima- 
tion of substantial competition in shoe machinery in the 
United States to state that, in the opinion of those com- 
petent to judge, the shoe machinery combination does ap- 
proximately ninety-eight per cent. (98%) of the shoe machinery 
business of the United States, leaving approximately two 
per cent, (2%) of the business to be divided among the 
independent shoe machinery concerns. 

(3) "Any manufacturer can lease the company's es- 
sential machines without being obliged to use any other 
machinery which the company makes." 

The "essential," or "fundamental," machines of the 
combination are the foundation of the shoe machinery 
monopoly, and its tremendous profits are mainly derived 
from them. The above statement, therefore, must mean 
that, if the shoe manufacturer uses the "essential," or 
"fundamental," machines that jdeld the combination its 
large royalty, or profit, he may use machines of minor types 
made by others "side by side with these * fundamental' 
machines" of the combination, such minor machines being a 
source of comparatively small profit to the combination. If 
the shoe manufacturer contracts with the combination to use 
its "essential" machinery (as practically all American shoe 
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manufacturers have done), agreeing to pay for duplicate 
parts and repairs whenever the same are deemed necessary 
by the combination^ — and at the rates established by it, — 
thus contributing to the monopoly's largest source of profit, 
he may have the "privilege" of obtaining minor machinery 
elsewhere, — from the concerns which combined do approxi- 
mately two per cent, of the total shoe machinery business 
of the United States. It is this minor machinery, and such 
machinery only, that the combination's contracts permit 
its lessees to obtain from independent concerns and use in 
connection with its "essential" machinery. 

(4) "Any man of good character can start in the shoe 
business in this country if he has money enough to furnish 
working capital for his business." ... He can obtain from 
the "* combination' machinery without any cost to him- 
self, on a lease basis, so that his machinery cost, so far as 
this company is concerned, is nothing." 

On what terms does the manufacturer obtain his "funda- 
mental" machinery "without cost to himself"? Why does 
the combination furnish machinery to "any man of good 
character" who desires to go into the shoe manufacturing 
business on a machinery investment of "nothing"? The 
answer to these inquiries reveals the true situation in shoe 
machinery in the United States. The manufacturer con- 
tracting with the combination for its "essential" machinery 
binds himself to the payment of a royalty for a term of 
years (generally seventeen) which each year amounts to 
several times the factory cost of the more important ma- 
chinery so obtained, such contract also providing for his 
purchase of parts and payment for repairs under the terms 
heretofore stated. 

Under these conditions — and others which lack of space 
does not permit enimierating — the manufacturer may ob- 



Digitized by VjOOQIC 



24 Discussion of Shoe Machinery 

tain his "essential" machinery for "nothing," or without 
initial cost. But, however, at the termination of his con- 
tract, or if he discontinues the use of the leased machinery 
prior to such time, his contract provides that he must pay 
the combination the cost of putting such machinery in 
condition to lease to others, the determination of the re- 
quired condition being vested in the combination. In 
some cases, undoubtedly, this cost or expense to the lessee, 
must be substantially equal to the cost of the leased 
machines. 

Now this large rental, or royalty, which the manufact- 
urer must pay to the combination under the contract, has 
to be met by somebody. The answer is that the consumer — 
the public — ^pays it, and, in effect, the shoe manufacturer 
becomes an agent of the combination in the collection of 
his machinery rental from the wearers of shoes. He adds 
this royalty to the cost of his product, collects it from the 
public, and turns it over to the combination. Will it be 
maintained that this is a sound economic proposition to be 
supported on any grounds of pubhc policy? It may be of 
interest to point out here that in Europe some of the most 
"essential" shoe machines, substantially as effective as those 
of the combination, may be purchased outright for $i,ooo 
or less, and that such machines represent a yearly cost for 
interest and depreciation of $i6o as compared with a rental, 
or royalty, cost to the American shoe manufacturer of 
$1,200, approximately, who obtains his "essential" ma- 
chinery for "nothing." 

(5) "Therefore, this leasing system has tended to stimu- 
late independent shoemakers in the United States and has 
prevented the combinations which possibly would have been 
made otherwise." 

Attention is called to these figures from the United States 
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Census in reply to the suggestions of the foregoing para- 
graph:— 

Shoe factories in 1900, 1,600. Value of product, $258,000,000.00 

Shoe factories in 1905, 1,316. Value of product, $320,000,000.00 

These figures show that during the first five years of the 
combination's operations, while the value of the product 
increased 23 per cent., the nrnnber of factories decreased 
17 per cent. It is generally an accepted fact that the value 
of product has increased since 1905, and that the number of 
concerns have decreased since that time. The conclusions 
of the quoted paragraph above do not seem to be borne out 
by the statistical facts, there being no noticeable "stimula- 
tion" in independent shoemaking or a tendency to pre- 
vent combination. 

In effect, the shoe machinery combination is a self-ap- 
pointed public service corporation, being a law unto itself 
in the matter of determining all the "essential" machinery 
that shall make up the links in the "industrial chain" that 
shall be employed in the production of practically all the 
machine-made boots and shoes in the United States; de- 
termining through its contracts that others shall be pro- 
hibited from entering this field of "essential" shoe ma- 
chinery; determining that the shoe manufacturer be vol- 
imtarily or involuntarily its agent for the purpose of col- 
lecting its royalties from the public; and determining what 
these rentals, or royalties, shall be. 

It is impracticable in the space afforded to present in 
detail the evidence on which the facts and conclusions 
herein are founded. To those who may desire to investi- 
gate this subject, attention is called to the files of trade 
papers immediately prior to the combination of 1899, to 
show competition in "fundamental" or "essential" ma- 



Digitized by VjOOQIC 



26 Discussion of Shoe Machinery 

chines; to the patent records, to show the fact of the ex- 
pirations of basic patents underlying the fundamental 
principles of shoe machinery upon which practically all 
American shoe manufacturers are paying rental, or royalty, 
at the present time; to the history of the Thomas G. Plant 
shoe machinery operations, to show that the combination 
possesses no patent monopoly of a character to prevent 
others from doing what Plant did; to the contract between 
the combination and shoe manufacturers with respect to 
"fimdamental" or "essential" shoe machinery, to show 
that there can be no competition in this class of machinery 
if such contract exists between the combination and practi- 
cally all shoe manufacturers of the United States requiring 
such machinery; to any well-informed shoe manufacturer 
or independent shoe machinery producer, to show that this 
contract does exist between the combination and practically 
all shoe manufacturers of the United States requiring this 
"essential" machinery; and, finally, to that class of Ameri- 
can shoe manufacturers who, though by force of circvun- 
stances are agents of the combination in the matter of their 
"essential" machinery and obliged to collect their rentals, 
or royalties, from the public for the benefit of the combina- 
tion, yet are broad enough and brave enough to express 
their honest opinions of the shoe machinery situation in 
the United States. 
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CHAPTER V. 

REVIEW OF THE ANNUAL REPORT OF THE 
SHOE MACHINERY COMBINATION. 

To the Editor of ''The Weekly Bulletin'':— 

The recently published annual report of the shoe machinery 
combination will, imdoubtedly, lead to increased interest and 
further discussions of the shoe machinery situation in the 
United States, in that much contained in it is contradictory 
in both statements of fact and conclusions to articles lately 
appearing in the public press. The public, which pays 
the bills and is the sole contributor to the combination's 
profits, will be, or should be, interested in the following 
financial results, which speak for themselves: Net profits for 
fiscal year $5,772,142.56; balance (surplus) March i, 1911, 
$20,669,799.71; and, in connection with previous reports, 
net earnings for the past eleven years of $41,439,705. It 
is supposed that because of obligations incurred through 
taking over a large nimiber of competitive concerns the com- 
bination's fixed charges, including the maintenance of a 
large corps of non-producers which would not be essential 
imder normal conditions, are very large, and, if known, would 
be of considerable interest to the trade and the public, as 
showing the actual returns received from rentals and other- 
wise by the monopoly. The report states, "The nvunber of 
machines on lease in the United States on March i, 191 1, 
was 90,276." This statement of leased machines means that 

[27] 
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the combination is the owner of machines employed by the 
shoe manufacturers of the United States imder rental, or 
royalty, many, if not all, of which are held imder restrictive 
contracts, the direct or indirect effect of which, it is held, 
practically eliminates competition both as to the most im- 
portant, or essential, and the minor machinery, this having 
been made possible by the merging of competitive concerns 
in 1899 and the continued policy of absorbing companies 
and individuals since that time. The report calls attention 
to the fact that during the year 4,000 of the combination's 
machines have been brought in from shoe factories, replaced 
with improved machines, and the old machines thrown on the 
scrap heap, — "an expense which the company assimies imder 
its present system of doing business, but which would other- 
wise have to be borne by the shoe manufacturers." This 
statement may be construed as suggesting that the com- 
pany's "present system of doing business" is more advan- 
tageous to the shoe manufacturer than would be the case if 
he were afforded the liberty of selecting his machinery from 
competing concerns. As it is not stated what proportion 
of the 4,000 machines relates to essential machines and what 
part covers minor types, it cannot be estimated how many 
of these machines represent those on which patents have ex- 
pired and which, therefore, might profitably be replaced by 
machines which are covered by new patents of more or less 
importance. It may be assumed, however, that all these 
new machines have been made the subjects of new contracts 
for the usual term of seventeen years, whether such machines 
have been of the essential or minor types, and that the 
monopoly's grip has been strengthened thereby. Whether 
these new machines are improvements over those displaced 
is of no material importance in a broad discussion of the shoe 
machinery situation. Neither is it of consequence to inquire 
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whether the shoe manufacturer would have preferred to use 
his old machines, either at the same rental or at a lower rate, 
which might reasonably be expected in view of expirations 
of basic patents (a proposition which unquestionably would 
be afforded him, were it not for the lease restrictions of the 
combination). The essence of the situation is that the com- 
bination determines these matters: all other considerations 
are immaterial, and will continue to be so as long as the exist- 
ing restrictive contracts dominate the shoe machinery con- 
ditions in the United States. It may be proper and perti- 
nent, however, to call attention to such conditions from time 
to time and to combat all public statements which may ap- 
pear to either misrepresent or veil the real issue. Exception 
is taken, therefore, to the assertion that "imder its present 
system of doing business" any broad economic advantage 
is afforded. The American public is entitled to the benefits 
of competition in all types of shoe machinery on which the 
basic patents have expired. It should not be possible for the 
combination to practically renew the life of these expired 
basic patents through adding such devices as it may deem 
to be improvements and continue to preclude the use of 
improvements which others may make to the basic principles 
of such patents. When, as a matter of fact, it is possible for 
the European shoe manufacturer to purchase his most impor- 
tant machines outright, free from royalty , for an amoimt that 
is smaller than the annual rental, or royalty, paid by the 
American shoe manufacturer for the same type of machine, — 
and which he contracts to pay for seventeen years, — ^it is 
puerile to attempt to maintain that the combination's "pres- 
ent system of doing business" is beneficial as a matter of 
public policy. The public pays the combination's rentals, 
or royalties, and it is but a thin disguise of this vital fact 
to attempt to show that the combination's agents — the shoe 
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manufacturers — escape all financial outlay and responsi- 
bility through voluntarily or involuntarily executing con- 
tracts which bind them to the pa)maient of the rates of rental 
fixed by the combination which would not exist but for the 
Chinese wali of restrictive contracts. The matter of the 
purchase of the Thomas G. Plant competing shoe machinery 
is referred to. Whether the acquisition of this complete 
shoe machinery system, extensively advertised as a com- 
petitor of the combination, was an illegal transaction need 
not be discussed at this time. It is known why the expected 
competition of Plant did not materialize; but the circum- 
stances furnished an object-lesson of both independence and 
accomplishment which, it is believed, will go far towards 
bringing about substantially different conditions in shoe 
machinery in the United States. 

An item of interest noted in the report is that relating to 
the service which the combination claims it affords its lessees 
through its large corps of experts, or agents, "who devote 
their entire time to this service." As a matter of fairness 
to the combination, it will be assumed that it does not 
pretend this service is gratuitous, although the statement 
that the combination "assumes items of expense and risk 
which imder any other system yet suggested the shoe manu- 
facturer would be compelled to assume himself" might 
reasonably be construed as intending to suggest that the 
service was free. To avoid possible misunderstanding in 
this matter of service, attention is called to the following 
conditions in the contract between the combination and 
practically all shoe manufacturers of the United States, it 
being understood that these conditions — among many 
others — are imposed in addition to the fixed rental, or roy- 
alty: — 

"The lessor and its agents and employees shall at all 
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times have access to the said machinery for the purpose of 
inspecting it or watching its use and operation, or of alter- 
ing, repairing, improving, or adding to it, or determining 
the nature or extent of its use, and the lessee shall afford 
all reasonable facilities therefor." 

"The lessee shall at all times and at his own expense keep 
the said machinery in good and efficient working order and 
condition, and shall obtain from the lessor exclusively, 
and shall pay therefor at the regular prices from time to 
time established by the lessor, all the duplicate parts, extras, 
devices and mechanisms, of every kind needed or used in 
operating, repairing, or renewing the said machinery." 

These conditions appear to afford the combination the 
right to repair its rented machinery at such times as it may 
desire to do so at the expense of its tenant in such machinery , 
and that such expense may be varied as the combination 
may determine because the tenant must pay for parts and 
repairs at "/Ae regular prices from time to time established^^ 
by it. It has been claimed that because of the above quoted 
conditions with respect to duplicate parts and repairs the 
combination is fully reimbursed for the maintenance of 
its agents, and that the expense of service of agents does 
not reduce its income received from rentals, or royalties. 
But, however this may be, it would appear that there is 
no substantial ground for maintaining that the shoe manu- 
facturer does not fully pay for the service rendered, and 
that, if at any time the combination may not be satisfied 
with its profits for such service, it may readjust its prices 
from time to time as it may determine. Because of the 
foregoing considerations the report does not appear to 
clearly indicate in the matter of its service to shoe manufact- 
urers wherein the combination "assimaes items of expense 
and risk which under any other system yet suggested the 
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shoe manufacturer would be compelled to assimie himself." 
Certainly, the language of the contract discloses no notice- 
able risk to be assumed by the combination. 

This review of the report should include attention to the 
statement to the effect that, while the cost of leather, labor, 
etc., and almost "everything about a shoe which the Com- 
pany does not provide is higher," the combination's ma- 
chinery cost to the shoe manufacturer is lower. This state- 
ment has recently been approvingly commented upon edi- 
torially by a leading daily paper, and properly requires 
examination on its merits. The view of many who have 
given the subject careful consideration is that, had it not 
been for the combination of 1899, the machinery cost per 
pair of shoes to the consimier would be very much less than 
at the present time, both because competition would have 
prevented the maintenance of the existing rates or rental 
and royalty and because of the very fact of such competi- 
tion shoe machinery would be greatly improved over that 
which shoe manufacturers are now obliged to employ, the 
labor cost of shoes being thereby materially reduced. As 
has been previously pointed out, the fimdamental principles, 
supported by basic patents, underlying the more important 
machines of the present time, were brought out when there 
was competition in shoe machinery, and with the expira- 
tion of these patents the public — ^which through its govern- 
ment had granted the patent monopoly — ^was equitably 
entitled to such benefits as might accrue through the unre- 
stricted use of the principles of such patents, for such was 
the consideration for the patent privilege. That the public 
has not received such consideration, and that it is being taxed 
at the same rate for the use of the principles of expired basic 
patents as when such patents were in force, is believed to 
be directly due to the successful efforts of the combination 
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to extend its monopoly through its contracts, which, in 
effect, amounts to an extension of such expired basic patents. 
It is no answer to this proposition for the combination to 
assert that it (through its assumption of exclusive right 
so to do) has improved these machines whose principles 
are public property, for this is merely an assertion which 
is by no means imiversally accepted as the fact. It is be- 
lieved that the public should be given the right to deter- 
mine, through the shoe manufacturers from whom it obtains 
its shoes, whether others may not be able to fxunish better 
machines and at lower rates of rental, or royalty, or through 
outright sale, and to furnish as good or better service and 
at the same or a lower cost. It is mere sophistry to drag 
in suggestions as to the price of labor, leather, etc., in the 
attempt to maintain that the restrictive methods of the 
shoe machinery combination in the United States are a 
public blessing and benefit. The issue is perfectly plain, 
and involves the proposition as to whether a particular 
body of men is to be permitted to perpetuate the monopoly 
of the essential shoe machinery of the United States through 
restrictive contracts, substantially precluding the possibility 
of competition in American invention. 

Lack of space prevents further consideration of the com- 
bination's report, but it is hoped to complete this review 
at some later time. 
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CHAPTER VI. 

CONCERNING THE LEASE CONTRACTS OF 
THE SHOE MACHINERY COMBINATION. 

To the Editor of ''The Weekly Bulletin'':— 

In continuance of a recent review of the annual report 
of the shoe machinery combination, the text of this article 
will be based upon the following statements quoted from 
the report: — 

"It has been repeatedly asserted that a shoe manufact- 
urer cannot lease any of the company's machines without 
agreeing to take all his machines from the company, and 
that he is thus completely in the company's control, so far 
as his machinery equipment is concerned. This statement 
is not true, and it never was true. The company now makes 
over three hundred different machines, some of which are 
leased to manufacturers, many of which are sold outright, 
and most of which can be either leased or purchased as the 
manufacturer may prefer." 

It may be that somebody has asserted "that a shoe manu- 
facturer cannot lease any of the company's machines with- 
out agreeing to take all his machines from the company." 
Whether these statements, and others of similar tenor con- 
tained in the report, are intended to befog and veil the real 
issue in shoe machinery conditions in the United States is 
imimportant, because those who have made or may make 
an investigation of the reasons for such conditions will not 

[34] 
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be misled by the insinuations that there is any real or prac- 
tical competition in the most important or essential shoe 
machinery in the United States. Such investigation will, 
it is believed, not only clearly demonstrate that no such 
competition exists, but that the combination's domination 
of minor machinery, also, is steadily and rapidly increasing 
along substantially the same lines and by the same methods 
which have prevailed with respect to the essential machinery. 

The most important or essential machinery referred to 
is that included in machines of the lasting, welting, stitching, 
metalHc fastening, and heeling systems. Manufacturers of 
machine-made boots and shoes must have machinery of these 
types. 

The contracts covering the machines of the various sys- 
tems enumerated are similar in their general terms, and the 
provisions in the matter of the obligations of the shoe manu- 
facturer to keep the rented machines in repair and to pay 
for such repairs and duplicate parts at the regular prices 
"estabhshed from time to time" by the combination are 
substantially alike in all lease contracts. 

The provisions of the various leases are also similar in the 
matter of requiring the lessee to pay all taxes and assess- 
ments on the leased machinery; to obtain such additional 
machines of the kind leased from the lessor if the lessee's 
work requires additional machines; fixing the term of the 
contract at seventeen years from its date of execution; 
admission by the lessee of the validity of "each and every 
of the Letters Patent of the United States of America, 
owned by the lessor or under which it is licensed, any of the 
inventions of which are or hereafter may he embodied in the 
leased machinery," and agreeing that the lessee will not 
directiy or indirectiy infringe the lessor's patents or contest 
their validity during the term of the contract and thereafter. 
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In view of the suggestions of the combination that its 
leases are not restrictive and that there is substantial compe- 
tition in shoe machinery of the most important or essential 
types, attention is called to the conditions of various leases or 
contracts, and especially to the tying clauses, under which 
the lessee of a machine of a particular type is obliged to obtain 
of the combination machines of other types. 

(i) Lasting Machinery: Teed to Welting, Stitching, 
AND Metallic Fastening Machinery. 

"The lessee shall use the leased machinery to its full capac- 
ity on all boots, shoes, and other footwear made in his fac- 
tory in the manufacture of which it can be used, but the 
leased machinery shall not, nor shall any part thereof, be 
used in the manufacture of any boots, shoes, or other foot- 
wear which are or shall be welted or the soles stitched on 
welt sewing or sole stitching machines not leased to the 
lessee by the lessor or its assignor, or in the manufacture of 
any turn boots, shoes, or other footwear, the soles of which 
are or shall be attached to their uppers by turn sewing ma- 
chines not leased to the lessee by the lessor or its assignor, 
or in the manufacture of any boots, shoes, or ot her footwear 
which have been or shall be slugged, heel seat nailed, or 
otherwise partly made by the aid of any 'metallic' machinery 
not leased to the lessee by the lessor or its assignors." 

(2) Welting Machinery: Tied to Stitching Ma- 
chinery. Stitching Machinery: Tied to Welting 
Machinery. 

It is to be noted that the welting and stitching operations 
are entirely different operations, and there is no more simi- 
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larity between them and their operations than there is be- 
tween the loose-nailing machine of the Metallic Machinery 
System and the heeling machine of the Heeling Machinery 
System. The contracts do not permit the use of the com- 
bination's welting machine in connection with a stitching 
machine made by others, or vice versa. 

The tying clause between welting and stitching machines 
is as follows: — 

"The leased machinery shall be used only in the manu- 
facture of boots, shoes and other footwear made by the 
lessee known in the trade as ' Goodyear Welts' which have 
been or are to be welted wholly by Goodyear Welt and Turn 
Shoe Machines or Goodyear Universal Inseam Sewing Ma- 
chines held by the lessee from the lessor, and the soles of 
which have been or are to be attached to their welts wholly 
by Goodyear Outsole Rapid Lockstitch Machines held by 
the lessee imder lease from the lessor or in the manufacture 
of boots, shoes or other footwear made by the lessee known 
in the trade as 'Goodyear Turns' the soles of which have 
been or are to be attached to their uppers wholly by Goodyear 
Welt and Turn Shoe Machines or Goodyear Universal In- 
seam Sewing Machines held by the lessee under lease from 
the lessor. The lessee shall not represent or sell as ' Goodyear 
Welts' any boots, shoes or other footwear which are not 
welted wholly by the use of Goodyear Welt and Turn Shoe 
Machines or Goodyear Universal Inseam Sewing Machines 
held imder lease from the lessor or the soles of which are not 
attached to their welts wholly by the use of Goodyear Out- 
sole Rapid Lockstitch Machines held under lease from the 
lessor, or as 'Goodyear Turns' any boots, shoes or other 
footwear the soles of which are not attached to their uppers 
wholly by the use of Goodyear Welt and Turn Shoe Machines 
or Goodyear Universal Inseam Sewing Machines held imder 
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lease from the lessor. The lessee shall use the leased ma- 
chinery to its full capacity in the manufacture of 'Goodyear 
Welts' and * Goodyear Turns' limited only by the number 
of welted and turned boots, shoes and other footwear made 
by or for him." 

(3) Metallic Fastening Machinery: Tied to Welt- 
ing, Stitching, and Lasting Machinery; also to Turn 
Sewing Machinery. 

"The lessee shall use the said machinery to its full ca- 
pacity so far as the nimiber and kind of boots and shoes 
made in his factory will permit, except that the lessee agrees 
that the said machinery shall not be used in the manufacture 
of any boots or shoes which are lasted on machines or by 
the aid of lasting or tacking mechanisms other than those 
leased from the lessor or any welted boots or shoes which 
are not welted and stitched on welt sewing and sole stitching 
machines leased from the lessor, or turn shoes the soles of 
which are not attached by turn sewing machines leased 
from the lessor. In case the lessee has more work of the 
kind which can be performed by any of the machines belong- 
ing to the MetalHc Department of the lessor than the capacity 
of the Metallic machinery which he has imder lease from the 
lessor will permit, then the lessee shall either take from the 
lessor, under a hke lease and agreement, sufficient addi- 
tional machinery to perform the work, or in case the lessee 
does not thus lease additional Metallic machinery from the 
lessor, then the lessor may, if it so elects, cancel forthwith 
this lease and any other lease of MetalUc machinery then 
in force between the lessor and the lessee, whether as the 
result of assignment or otherwise." 
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(4) Heeling Machinery: Tied to Welting, Stitching, 
Turn Sewing, Lasting, Metallic Fastening, and Peg- 
ging Machinery. 

"The lessee shall use the leased machinery to its full 
capacity for doing all work in manufacturing, preparing and 
attaching all heels and top-Kfts and in manufacturing and 
preparing all soles and taps made or prepared or attached 
in his factory in the manufacture or preparation or attach- 
ing of which it can be used, and the leased machinery shall 
be used for no other purpose. The leased machinery shall 
not however nor shall any part thereof be used for manu- 
facturing, preparing or attaching heels, top-lifts, soles or 
taps for any boots, shoes or other footwear which have been 
or shall be welted or the soles stitched by the aid of any 
welt sewing or sole stitching machinery not held by the 
lessee under lease from the lessor, or for any turn boots, 
shoes or other footwear, the soles of which have been or 
shall be attached by the aid of any turn sewing machinery 
not held by the lessee under lease from the lessor, or for 
any boots, shoes or other footwear which have been or 
shall be lasted, pegged, slugged, heel seat nailed or otherwise 
partly made by the aid of any lasting, pegging or metallic 
machinery not held by the lessee under lease from the 
lessor." 

The foregoing quoted t3dng clauses relate to the com- 
bination's machinery systems regarded as the most im- 
portant, or essential, but attention is also directed to tying 
clauses found in leases covering machinery of the General 
Department of the combination. The first lease quoted from 
will be that covering the Ideal Clicking Machine, a dieing- 
out machine for cutting uppers of boots and shoes. The 
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rental, or royalty, received by the combination for the use 
of this machine is obtained through the agreement of the 
lessee to purchase his dies of the lessor exclusively at "the 
regular prices from time to time established by the lessor." 
The tying clause of this lease is as follows: — 

"The lessee shall pay to the lessor on the last day of 
each calendar month the amoimt or amounts set forth in 
the following Schedule of Payments in respect to each pair 
of footwear of a kind or kinds therein specified cut during 
the preceding calendar month in whole or in part by the aid 
of any clicking machine or machines held by the lessee 
imder lease from the lessor or by the aid of any Clicking 
Machine dies of the lessor." 

"Schedule of Payments. 

Per Pair. 

''For all footwear which is lasted by machinery not 

held by the lessee under lease from the lessor . i cent. 

For all welted footwear which is welted or stitched by 
machinery not held by the lessee under lease 
from the lessor 6 cents. 

For all Purned footwear the soles of which are sewed 
to their uppers by machinery not held by the 
lessee under lease from the lessor i% cents. 

"Provided, however, that in all cases when the lessee 
shall pay to the lessor on or before the fifteenth day of the 
calendar month the amount due to the lessor under the 
provisions of this paragraph for the next preceding cal- 
endar month, the lessor will in consideration of such prompt 
payment grant a discount of fifty per cent, from the amoimt 
due for such preceding month." 

Note. — The italics used in this Schedule of Payments are not found 
in the printed form of lease, being used to call particular attention to 
the matter so specified. 
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The Clicking Machine lease is regarded by some as the 
"masterpiece" of the combination in this line. 

Before concluding this article, it is desired to quote the 
tying clause of a lease covering Rolling Machines manu- 
factured by the combination. It must be obvious to those 
who have but a slight acquaintance with shoe machinery 
that a rolling machine belongs to the extreme minor type of 
shoe machines, with respect to which the combination 
broadly suggests that the greater number of its machines 
may be used without requiring the shoe manufacturers to 
obtain others from the monopoly. 

Rolling Machine: Tied to Lasting, Welting, Stitch- 
ing, Turn Sewing, Metallic Fastening, and Pegging 
Machinery. 

"The leased machinery shall not nor shall any part thereof 
be used in the manufacture of any welted boots, shoes or 
other footwear which have been or shall be welted or the 
soles stitched by the aid of any welt sewing or sole stitching 
machinery not held by the lessee under lease from the lessor 
or in the manufacture of any turn boots, shoes or other 
footwear the soles of which have been or shall be attached 
to their uppers by the aid of any turn sewing machinery 
not held by the lessee imder lease from the lessor, or in the 
manufacture of any boots, shoes or other footwear which 
have been or shall be lasted, pegged, slugged, heel seat 
nailed, or otherwise partly made by the aid of any lasting or 
pegging or 'metallic' machinery or mechanisms not held 
by the lessee under lease from the lessor." 

At this time it does not appear whether the shafting, 
hangers, benches, etc., which the combination may furnish 
imder rental are covered by lease contracts requiring that 
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such articles be used only in connection with the monop- 
oly's lasting, welting, stitching, metallic fastening, and 
heeling machinery systems. It may be suggested, however, 
that such t3dng clause would be no more incongruous than 
in the case of such clause applied to such minor tool as a 
rolling machine. If the combination will assert that it is 
its intention to eventually control cUl shoe machinery, both 
essential and minor, then the reasons for, and consistency 
in, these t)dng clauses as applied to practically all its con- 
tracts will be understood. Incidentally, it may be of in- 
terest to present an estimate to the effect that during the 
past five or six years the number of machines leased by the 
combination has been, approximately, ten times greater in 
percentage than the increase in the number of pairs of 
boots and shoes produced in the United States during the 
same period. 

Whether the foregoing matters relating to the lease con- 
tracts of the shoe machinery combination and the natural 
conclusions to be drawn therefrom are consistent with the 
spirit of the combination's report as to there being sub- 
stantial competition in Shoe machinery in the United States 
are matters which will be left to the reader's judgment and 
discrimination. 
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CHAPTER VII. 

UNITED SHOE MACHINERY COMPANY LOSES 
APPLICATION FOR APPEAL IN INVES- 
TIGATION OF ITS AFFAIRS UNDER THE 
COMBINES INVESTIGATION ACT OF CAN- 
ADA—THE PRIVY COUNCIL OF ENGLAND 
REFUSES TO ENTERTAIN THE APPEAL 
OF THE SHOE MACHINERY COMBINATION. 

To the Editor of ''The Weekly Bulletin'':— 

Investigation into the Canadian United Shoe Machinery 
Company alleged combine may be continued as originally 
ordered by a judge of the Superior Court by virtue of the 
refusal of the Privy Council of England to entertain an 
application for an appeal by the United Shoe Machinery 
Company of Canada. The United Company had previously 
appealed to the Court of Appeal from the order of the court 
directing the investigation. On May 16 the Court of Appeal 
decided that there was no appeal from an order of a judg- 
ment directing an investigation imder the combines inves- 
tigation act of Canada, all the judges concurring in such 
decision. Thereupon the United Company made appUca- 
tion for appeal to the Privy Council of England, which has 
sustained the Canadian Court of Appeal. It would appear, 
therefore, that the investigation into the organization and 
methods of the United Shoe Machinery Company in Canada 
must proceed forthwith, it being imderstood that the decision 
of the Privy Coimcil is the final determination. 

[43] 
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The trade in the United States will undoubtedly follow 
this Canadian investigation with much interest, and prob- 
ably much will be brought out in such investigation that will 
be of future benefit in the matter of a more complete imder- 
standing of the reasons which have led to the practically 
complete domination of the shoe machinery situation in 
the United States by the United Company. 

The Canadian Act, which is entitled "An Act to provide 
for the investigation of Combines, MonopoUes, Trusts, and 
Mergers," appears to be very thorough in its provisions and 
drastic in its penalties in the event that the investigation 
shows that a combination, monopoly, trust, or merger, is to 
the disadvantage of the consumer. 

The act provides that six or more British subjects resi- 
dent in Canada, being of the opinion "that a combine exists, 
and that prices have been enhanced or competition restricted 
by reason of such combine, to the detriment of consumers 
or producers," may make an application to a judge of the 
High Court of Justice, the Supreme Court, the Superior 
Court, the Court of King's Bench, or any judge of the Ter- 
ritorial Court, as may be determined by the Province where 
the application is made, asking for an order directing an 
investigation into such alleged combine. 

If the judge receiving the application "is satisfied that 
there is a reasonable groimd for believing that a combine 
exists which is injurious to trade or which has operated to 
the detriment of consumers or producers, and that it is in 
the public interest that an investigation should be held, 
the judge shall direct an investigation imder the provisions 
of this Act." A board is thereupon appointed with full 
powers to make a thorough inquiry as to the matters in issue, 
including the power to smnmon witnesses "and enforcing 
their attendance from any part of Canada, and of requiring 
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witnesses to give evidence under oath and to produce such 
books, papers or other documents or things as the Board 
deems requisite to the full investigation of the matters into 
which it is inquiring." 
The following provisions of the act will be of interest: — 
"Whenever, from or as a resiilt of an investigation imder 
the provisions of this Act, or from or as a result of a judg- 
ment of the Supreme Court or Exchequer Court of Canada 
or of any superior court, or circuit, district or county coiurt 
in Canada, it appears to the satisfaction of the Governor in 
Coimcil that with regard to any article there exists any 
combine to promote unduly the advantage of the manu- 
facturers or dealers at the expense of the consumers, and if 
it appears to the Governor in Council that such disadvan- 
tage to the consumer is facilitated by the duties of customs 
imposed on the article, or any like article, the Govempr in 
Coxmdl may direct either that such article be admitted into 
Canada free of duty or that the duty thereon be reduced to 
such amoimt or rate as will, in the opinion of the Governor in 
Coimcil, give the public the benefit of reasonable competition." 
"In case the owner or holder of any patent issued under 
The Patent Act has made use of the exclusive rights and 
privileges which, as such owner or holder he controls, so as 
imduly to limit the facilities for transporting, producing, 
manufacturing, supplying, storing or dealing in any article 
which may be a subject of trade or commerce, or so as to 
restrain or injure trade or commerce in relation to any such 
article, or unduly prevent, to limit or lessen the manufacture 
or production of any article or imreasohably to enhance the 
price thereof, or imduly to prevent or lessen competition 
in the manufacture, purchase, barter, sale, transportation, 
storage or supply of any article, such patent shall be liable 
to be revoked. And, if a Board reports that a patent has 
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been so made use of, the Minister of Justice may exhibit an 
information in the Exchequer Court of Canada praying for 
a judgment revoking such patent, and the court shall there- 
upon have jurisdiction to hear and decide the matter and to 
give judgment revoking the patent or otherwise as the evi- 
dence before the court may require." 

"Any person reported by a Board to have been guilty of 
unduly limiting the facilities for transporting, producing, 
manufacturing, supplying, storing or dealing in any article 
which may be a subject of trade or commerce or of restrain- 
ing or injuring trade or commerce in relation to any such 
article; or of imduly preventing, limiting, or lessening the 
manufacture or production of any such article; or of un- 
reasonably enhancing the price thereof; or of unduly pre- 
venting or lessening competition in the production, manu- 
facture, barter, sale, transportation, storage or supply of 
such article, and who thereafter continues so to offend, is 
guilty of an indictable offence and shall be liable to a penalty 
not exceeding one thousand dollars and costs for each day 
after the expiration of ten days, or such further extension of 
time as in the opinion of the Board may be necessary, from 
the date of the publication of the report of the Board in 
The Canada Gazette during which such person so continues 
to offend." 

It will be noted that the English court of last resort has 
denied the application of appeal, and that the issue which 
the Board is to determine is whether' the United Shoe Ma- 
chinery Company of Canada is a combine "which is injurious 
to trade or which has operated to the detriment of consumers 
or producers" in Canada. 

It is presumed that the shoe machinery combination's 
operations in Canada do not differ materially from those 
obtaining in the United States. 
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CHAPTER VIII. 

AT THE STATE HOUSE. 

To the Editor of ''The Weekly Bulletin'':— 

If the account of the Shoe Machinery Hearing of yester- 
day, as reported by the daily papers, is correct, it seems that 
the whole matter sums itself down to this: That Mr. Wins- 
low has finally admitted: — 

"Mr. Winslow said that his company doesn't offer to 
furnish a lasting machine to be used in conjunction with 
another man's machines. If it did, its machines would sit 
idle in the shops, while the machines which do not pay a 
royalty were used," — 

which evidently means: — 

That his company will not place its Lasting Machine in 
a factory to be used side by side with a competitive Lasting 
Machine for the reason that, if it did, its Lasting Machine 
would "sit idle" and the competitive Lasting Machine would 
do the work. 

If this is correct, does it not apply to all of Mr. Winslow's 
company's essential machines, and might he not as well 
have said. We will not place our Welter and Stitcher in a 
factory with a competitive Welter and Stitcher for the 
reason that the competitive Welter and Stitcher will do 
the work and our machines will "sit idle"; or that we will 
not place our Metallic System in a factory with a competi- 
tive Metallic System for the reason that our Metallic System 

[47] 
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will "sit idle" and the competitive Metallic System will do 
the work; or that we will not place our Heeling Machine 
in a factory with a competitive Heeling Machine for the 
reason that the competitive Heeling Machine will do the 
work and our machine will "sit idle"? 

Apparently, Mr. Winslow has been finally forced squarely 
and flatly against the issue involved, and, brushing aside 
technicalities and claims to general beneficence, admits 
that, if he allows competition, his machines will "sit idle" 
and that competitive machines will do the work. In the 
last analysis does it not mean that, if Mr. Winslow's essential 
machines (and I take it for granted that his Lasting Machine 
is included in his essential machines) are used competitively, 
they will stop; if they stop, they pay no royalty; if they 
pay no royalty, the major portion of the earnings of his 
company cease. 

In other words, has not Mr. Winslow, in substance, ad- 
mitted that his company cannot stand competition, and 
does not propose to? 
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CHAPTER IX. 

THE SHOE MACHINERY MONOPOLY CON- 
TRARY TO PUBLIC POLICY. 

To the Editor of ''The Weekly Bulletin'':— 

Without admitting the desirability of any monopoly as 
a matter of public policy, it is conceivable that under certain 
conditions a monopoly conducted along broad and tolerant 
lines, recognizing, and conforming to, the reasonable rights 
of and obligations to the public, may be regarded as not 
entirely hostile to the common welfare. That the monopoly 
of the shoe machinery combination is not one that is desir- 
able on the ground of public policy is beUeved to be a propo- 
sition that remains indisputable and irrefutable. It is 
desired to call attention specifically to a phase of the shoe 
machinery situation in the United States which directly 
affects the interests of the public both as to its immediate 
prosperity and as an underlying principle of protection in 
the matter of individual rights. 

This subject may be pertinently introduced by presenting 
a list of the concerns which the shoe machinery combination 
is said to have acquired prior to and subsequent to the 
merger of 1899. While this list may not be complete and 
imdoubtedly does not adequately cover all the ways and 
means under which the combination controls the shoe 
machinery situation of the United States, yet it is believed 
it will suffice as a striking object-lesson of the power wielded 

[49] 
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by this monopoly and sufficiently indicate why all substan- 
tial competition in this industry has been eliminated. 
The list referred to is as follows : — 

1. AMERICAN HEELING MACHINE COMPANY. 

2. McKAY-BIGELOW HEELING MACHINE ASSO- 

CIATION. 

3. WOODARD MANUFACTURING COMPANY. 

4. NATIONAL HEELING MACHINE COMPANY. 

5. GOODYEAR SHOE MACHINERY COMPANY. 

6. EPPLER WELT MACHINE COMPANY. 

7. BERTRAND WAX THREAD MACHINE COM- 

PANY. 

8. GODDU SEWING MACHINE CO. 

9. CAMPBELL MACHINE CO. 

10. McKAY METALLIC FASTENING ASSOCIATION. 

11. WIRE GRIP FASTENING CO. 

12. CORRUGATED WIRE FASTENING MACHINE 

CO. 

13. SEAVER STAPLE FASTENING MACHINE CO. 

14. CHAMPION NAILING MACHINE CO. 

15. DAVEY PEGGING MACHINE CO. 

16. McKAY SHOE MACHINERY CO. 

17. GORDON STAPLE LASTING & TACKING CO. 

18. GODDU SONS METAL FASTENING MACHINE 

CO. 

19. STERLING STITCH & STAPLE CO. 

20. SEAVER PROCESS LASTING CO. 

21. COPELAND RAPID LASTER MFG. CO. 

22. CONSOLIDATED HAND METHOD LASTING 

MACHINE CO. 

23. McKAY-COPELAND LASTING MACHINE CO. 

24. CHASE LASTING MACHINE CO. 

25. BOSTON LASTING MACHINE CO. 
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26. CONTINENTAL LASTING MACHINE CO. 

27. CONSOLIDATED AND McKAY LASTING MA- 

CfflNE CO. 

28. PRESTON LASTING MACHINE CO. 

29. McKAY & THOMPSON CONSOLIDATED LAST- 

ING MACHINE ASSN. 

30. UNITED FAST COLOR EYELET COMPANY. 

31. J. C. RHODES & COMPANY. 

32. THE POWER EYELETTING MACHINE CO. 
2,2,. HUGHES EYELET CO. 

34. S. O. & C. CO. 

35. BOSTON FAST COLOR EYELET CO. 

36. NATIONAL FAST COLOR EYELET CO. 

37. RIMMON EYELET CO. 

38. MARLBORO AWL & NEEDLE COMPANY. 

39. N. E. AWL & NEEDLE CO. 

40. A. H. SMITH NEEDLE CO. 

41. KIMBALL & HADLEY. 

42. GEM FLEXIBLE INSOLE CO. 

43. SLEEPER PATENT FLEXIBLE INSOLE CO. 

44. AMAZEEN SKIVING MACHINE CO. 

45. BOOT & SHOE LAYING CO. (Eppler Co.). 

46. BOSTON SHOE TOOL CO. 

47. BUZZELL TRIMMER CO. 

48. NICHOLS FIFIELD SHOE MACHINERY CO. 

49. O. A. MILLER TREEING MACHINE CO. 

50. ROSS MOYER MFG. CO. 

51. STANLEY MANUFACTURING COMPANY. 

52. STANLEY PATENT HORN CO. 

53. STEAM HEATED HORN CO. 

54. UNION HEEL TRIMMER CO. 

55. T. A. NORRIS MACHINE CO. 

56. SWAIN FULLER MFG. CO. 
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57. HARTFORD ROUNDER. 

58. SMITH SOLE FITTING & CHANNELLING MA- 

CHINE (A. E. Lincoln). 

59. C. P. STANBON & CO. 

60. BRESNAHAN SHOE MACHINERY CO. 
6i. S. J. WENTWORTH & CO. 

62. S. A. FELTON & SON CO. 

63. C. F. ALLEN & CO. 

64. J. K. KRIEG & CO. 

65. GEO. A. SMITH MACHINE CO. 

66. BARBER TRIMMER CO. 

67. GEORGE KELLAND. 

68. RICHARDSON SHOE MACHINERY CO. 

69. G. W. EMERSON & CO. 

70. BOSTON BLACKING CO. 

71. XPEDITE MACHINE COMPANY. 

72. METALLIC HEEL & COUNTER CO. 

73. UNION SANDPAPER & EMERY WHEEL CO. 

Substantially all the basic principles which are the foun- 
dation of American shoe machinery at the present time 
were introduced and demonstrated by concerns included 
in the foregoing list before the combination of 1899. The 
supremacy of American shoe machinery owes its pre-emi- 
nence to the inventors who produced results when the incen- 
tive of competition existed. It is held, the few men who, tak- 
ing advantage of the circumstances and conditions existing 
in 1899, herded many competing concerns together and 
thereafter undertook to direct the progress of American 
shoe machinery invention, then and there blocked the 
wheels of mechanical advancement in this industry and 
inflicted a severe blow to its prospect of maintaining its 
machinery predominancy. 
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The situation might not be so bad, practically, had it been 
the fact that the organizers of this combination had exhib- 
ited any superior ability in the way of directing important 
improvements in shoe machinery and had shown any pre- 
eminent genius in determining what was best for shoe man- 
ufacturers to employ in the production of boots and shoes 
for one himdred million people. Nor would existing condi- 
tions be so intolerable, were it not that the control of this 
combination, through its restrictive leases, has prevented 
others from maintaining the standard established by Amer- 
ican inventors of shoe machinery prior to 1899. There is 
no logical reason for holding that American inventive genius 
might not be as fruitful in the future as in the past if afforded 
the incentive always existing through that competition 
which demands constant improvement as the price of success. 

The pubUc welfare requires that there should be imre- 
stricted freedom in the advancement of the mechanical arts, 
and the patent laws of the country, in theory at least, are 
intended to support and promote this fundamental prin- 
ciple. Whatever the legal determination may be, it must 
be apparent that, as a matter of public policy, the American 
people are decidedly the losers through the elimination of 
such competition in invention and improvement as would be 
afforded by the genius of the inventors employed by the 
concerns above enimaerated imder conditions existing prior 
to the merging or acquisition of such concerns. It is an 
utter fallacy and an absurd statement of economic prin- 
ciple for the defenders of the shoe machinery combination 
to set out that its methods can by any possibility be sus- 
tained on the ground of public benefit, or that it is not di- 
rectly a monopoly contrary to public policy. Self-serving 
statements of the officials of said monopoly are to be ex- 
pected, but are not controlling or persuasive. This mo- 
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nopoly cannot be temporized with without in a way admitting 
that restraint of trade, elimination of competition, and the 
general restriction of a large industry may be propositions 
for argimient or debate as matters of principle. If it be 
legally allowable for a few individuals to merge or combine 
the concerns heretofore enimierated and thereby bring 
about the conditions now existing in shoe machinery in this 
country, clearly any discussion of monopolies in this country 
becomes merely ethical and any practical change in their 
policies of operation must await newly enacted laws. In 
other words, if existing laws in the United States are in- 
adequate to bring about materially different conditions in 
the present situation of shoe machinery, it is idle to discuss 
broad questions of pubUc policy relating to this industry, as 
all questions of this nature will be determined by those 
directing the operations of the combination — ^in the future 
as in the past. 
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CHAPTER X. 

PATENT OFFICE RULES AND PRACTICE. 

An Inquiry as to whether an Investigation to deter- 
mine THE Equitable Rights of the Public in the 
Matter of Delayed Action in Patent Applica- 
tions IS NOT called for BY THE FaCTS. 

[Copyright, igii, by The Weekly Bulletin Publishing Co.] 

To the Editor of " The Weekly Bulletin'':— 

In looking through a recent issue of The OflScial Gazette 
of the United States Patent Ofl5ce for the purpose of exam- 
ining some claims of patents granted for certain shoe ma- 
chinery, it was noted that a patent issued to the United 
Shoe Machinery Company for Heel-attaching Machine 
imder date of Aug. 8, 191 1, shows that the original appli- 
cation for this patent was filed in the Patent Ofl5ce on May 
26, 1898, more than thirteen years prior to the issue of the 
patent, which of course is granted for a term of seventeen 
years. It having been previously observed that other 
patents had been issued to this machinery company after 
having been in the Patent OflGice for many years, it may be 
of interest to present a list of patents issued to the United 
Shoe Machinery Company during the twelve months end- 
ing Aug. 22, 191 1, the original applications for which were 
filed more than five years prior to the date of issue of the 
resultant patents. The Patent Office records disclose the 
following: 

[55] 
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Date of Filing 


Pending in 


Pat. No. 


D<Ue of Issue. 


Original Application. 


Patent Office. 


968,391 . 


. . Aug. 23, 1910 


July 21, 1904 


6yrs. 


I mo. 


968,409 . 


. . Aug. 23, 1910 


Aug. 14, 1901 


9yrs. 




968,553 . 


. Aug. 30, 1910 


July 6, 1904 


6 yrs. 


2. mo. 


969,896 . 


. Sept. 13, 1910 


Aug. 22, 1905 


5yrs. 




970,908 . 


. . Sept. 20, 1910 


June 14, 1902 


8yrs. 


3 mo. 


971,014 . 


. . Sept. 20, 1910 


Jan. 14, 1905 


5yrs. 


8 mo. 


971,674 . 


. Oct. 4, 1910 


Mar. 30, 1900 


10 yrs. 


6 mo. 


972,843 . 


. . Oct. 18, 1910 


Apr. 23, 1902 


8yrs. 


6 mo. 


973,009 . 


. . Oct. 18, 1910 


May 28, 1900 


10 yrs. 


4 mo. 


973,182 . 


. . Oct. 18, 1910 


July 31, 1905 


5 yrs. 


2 mo. 


973,038 . 


. . Oct. 18, 1910 


Dec. 9, 1904 


5 yrs. 


10 mo. 


973,604 . 


. Oct. 25, 1910 


Mar. 5, 1901 


9 yrs. 


7 mo. 


973,605 . 


. . Oct. 25, 1910 


May 22, 1899 


II yrs. 


5 mo. 


974,202 . 


. Nov. I, 1910 


Nov. 16, 1904 


5 yrs. 


II mo. 


974,368 . 


. . Nov. I, 1910 


July 6, 1903 


7 yrs. 


3 mo. 


976,279 . . 


. Nov. 22, 1910 


June 14, 1900 


10 yrs. 


5 mo. 


976,450 . 


. . Nov. 22, 1910 


Jan. 13, 1902 


8 yrs. 


10 mo. 


976,837 . 


. Nov. 29, 1910 


Aug. 31, 1901 


9 yrs. 


3 mo. 


978,297 . 


. . Dec. 13, 1910 


Mar. 29, 1902 


8 yrs. 


' 8 mo. 


979,241 . 


. . Dec. 20, 1910 


Nov. 6, 1899 


II yrs. 


I mo. 


979,836 . 


. . Dec. 27, 1910 


Feb. 24, 1905 


5 yrs. 


10 mo. 


979,972 . 


. . Dec. 27, 1910 


July 28, 1902 


8 yrs. 


5 mo. 


982,267 . 


. Jan. 24, 191 1 


Nov. I, 1905 


5 yrs. 


2 mo. 


983,665 . 


. . Feb. 7, 191 1 


July 21, 1899 


10 yrs. 


6 mo. 


985,347 . 


. . Feb. 28, 191 1 


Mar. 31, 1897 


12 yrs. 


II mo. 


985,348 . 


. . Feb. 28, 191 1 


Mar. 31, 1899 


10 yrs. 


II mo. 


985,401 . 


. . Feb. 28, 191 1 


Nov. 23, 1905 


5 yrs. 


3 mo. 


988,365 . 


. . Apr. 4, 191 1 


Mar. 4, 1898 


13 yrs. 


I mo. 


988,582 . 


. . Apr. 4, 191 1 


Oct. 31, 1901 


9 yrs. 


5 mo. 


989,058 . 


. . Apr. II, 191 1 


Jan. 29, 1902 


9 yrs. 


2 mo. 


989,142 . 


. Apr. II, 1911 


Oct. 6, 1904 


6 yrs. 


6 mo. 


994,354 . 


. June 6, 191 1 


Aug. 23, 1900 


10 yrs. 


9 mo. 


995,050 . 


. June 13, 191 1 


Nov. 9, 1903 


7 yrs. 


7 mo. 


996,065 . 


. June 27, 191 1 


Dec. 23, 1905 


5 yrs. 


6 mo. 


996,673 . 


. July 4, 191 1 


May 7, 1904 


7 yrs. 


2 mo. 


997,798 . 


. . July II, 1911 


May 21, 1903 


8 yrs. 


I mo. 


997,927 • 


. . July II, 1911 


Mar. 10, 1906 


5 yrs. 


4 mo. 


999,161 . 


. July 25, 191 1 


May 17, 1905 


6 yrs. 


2 mo. 


999,162 . 


. July 25, 191 1 


July 2, 1905 


6 yrs. 




999,223 . 


. Aug.^1, 1911 


Mar. 20, 1901 


I0 3n:s. 


4 mo. 


1,000,119 . 


. Aug. 8, 191 1 


May 26, 1898 


13 yrs. 


2 mo. 


1,000,534 . 


. Aug. 15, 1911 


Jan. 18, 1902 


9 yrs. 


7 mo. 


1,000,870 . 


. Aug. 15, 1901 


Aug. 23, 1900 


II yrs. 




1,000,957 . 


. Aug. 15, 1911 


Aug. 15, 1903 


8 yrs. 




1,000,073 . 


. Aug. 22, 1911 


Feb. 2, 1906 


5 yrs. 


6 mo. 


1,001,110 . 


. . Aug. 22, 191 1 


Jan. 2, 1 901 


10 yrs. 


7 mo. 
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While there may have been good and suflSdent and valid 
reasons for the delays in issuing the above-enumerated 
patents, the original applications for which were pending 
in the Patent Office for more than eight years on an average, 
yet it is interesting to note that the first forty-six patents 
issued to Thomas G. Plant in the course of his shoe ma- 
chinery operations were, on an average, issued in less than 
two years after the original applications were filed. As the 
Plant machinery was of the same general character as that 
of the patents heretofore enimierated, it would seem to indi- 
cate that it is possible to avoid delays in the Patent Office 
in this class of patents, and that an examination of the 
reasons for unusual postponement in final actions on appli- 
cation may result in amended rules and practice for the 
public welfare. Several examinations covering many patents 
of varied subjects tend to show that the Plant patents were 
issued within the average time during which applications 
are generally pending; that is, within about two years after 
the original date of filing the applications. 

It is imderstood that some time since, in the course of 
litigation in relation to telephone patents, the Supreme 
Court of the United States held that certain delays in issuing 
patents the applications for which had been pending in the 
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Patent Office for many years were justifiable on the facts 
presented. It is supposed, however, to be possible to con- 
ceive a state of facts imder which long-continued delays of 
applications for patents would not be upheld and the re- 
sultant patents declared invalid. It is not intimated that 
any irregularity exists as to the patents of the above list 
or any of them, this article being directed exclusively to 
an inquiry as to whether any applications for patents should 
be allowed to remain in the Patent Office without final 
determination, under any circumstances y for a period even 
approximating that of the average of the applications here- 
tofore emunerated. If the patent laws in force support 
the rules and practice imder which applications for patents 
may remain xmdetermined for from five to thirteen years, 
or more, during which time the public is absolutely pre- 
cluded from obtaining any knowledge of the subject-matter 
of such applications for its guidance in avoiding an invasion 
of the legal rights of others, do not such laws, and the rules 
and practice justified by them, tend to extend the patent 
monopoly beyond the scope and spirit of the fundamental 
principles on which our patent laws are based? 

Under the rules and practice in question it is obvious that 
it must be a hazardous proposition to embark in the manu- 
f actiure of machinery, even though a most thorough search 
of the patent records fails to disclose any grounds for in- 
fringement of existing patent rights; for it may be possible 
that, after a substantial investment has been made in a new 
enterprise and the manufacture of the machinery continued 
for some years, a patent may resxilt from an application 
which has been pending for ten or a dozen years, or more, 
which in its granted claims may have the effect of entirely 
blotting out the investment of the new enterprise. While 
fraud and collusion are not to be implied, as a general prop- 
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osition, yet rxiles and practice which open the door to the 
temptation of seeking to amend applications for patents, 
so that their claims may be comprehensive of matters not 
embraced in the original specifications, and only suggested 
by the successful demonstration by others, would appear 
to be defective and to require substantial modifications which, 
while affording applicants for patents every protection con- 
sistent with the basic principles of the patent laws, yet also 
protect the public interest against possible abuses more 
effectively than the prevailing regulations appear to permit. 
It is suggested that, if the time during which an application 
for patent shoxild be allowed to remain in the Patent Office 
before the final determination as to granting a patent or 
rejecting the application be definitely fixed, and the term 
of the granted patent be made inclusive of the time during 
which the application was pending, the equitable rights of 
the public and those of the applicant would be conserved 
and protected. 

It is believed that the facts presented warrant, and require, 
an investigation of the subject discussed, by those having 
jurisdiction, in order to determine whether there have been 
abuses in the past, and, if so, to enact legislation that shall 
preclude their continuance. M. 
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CHAPTER XI. 

THE SHOE MACHINERY CASE. 

(Patents.) 

To the Editor of " The Weekly Bulletin'':— 

In a recent editorial, entitled as above, appearing in a 
Boston paper, the writer is apparently of the opinion that 
the shoe machinery issue is mainly, if not entirely, confined 
to an interpretation of the patent laws of the United States. 
While imdoubtedly the patent situation will be fully ex- 
ploited in the future as in the past, yet it will surprise those 
who have given the subject careful investigation if the 
patent laws are held to afford protection to monopolies re- 
sxilting from combining competing concerns operating under 
rival patents. It is claimed that one of the evil effects of 
the shoe machinery combination is that through some of 
the terms of its leases its monopoly is or may be made 
practically perpetual, and that the public is deprived of the 
right of enjoying the benefits through the employment of 
machines of expired patents. One lease provision is that 
the lessor company (the combination) shall at all times have 
the privilege of "altering, repairing, improving or adding to'' 
the leased machinery, and it may be readily appreciated that 
this privilege may lead to such changes in the leased ma- 
chinery that its original identity is practically lost. As the 
very object of the patent laws is to give the general public 
the benefits of the inventions set" forth in the patents as 
soon as the patents expire, it seems to be clear that such 

[60] 
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object is or may be defeated through the lease provision 
referred to. The shoe machinery combination, having 
placed its essential machines in practically all of the shoe 
factories in the United States producing welt shoes, the 
language of the lease provision granting the combination the 
privilege of "altering ... or adding" to the leased machin- 
ery, is, in effect, a privilege to perpetuate the monopoly by 
the addition of patented trifles, and in that way effectively 
prevents competition from those who have the right to 
manufacture and sell the machines of expired patents and 
defeats the object of the patent laws. This subject is to be 
considered, of course, in connection with the tying clauses 
incorporated in all the combination's leases of its essential 
machinery, and being so considered it becomes practically 
impossible to perceive how the American shoe manufacturer 
can avail himself of the rights popxilarly supposed to be 
inherent to all citizens imder our patent laws; and it must 
be obvious that, if substantially all the producers of boots 
and shoes in the United States are deprived of rights of the 
kind in question, the American public correspondingly suffers 
through being denied the benefits which its patent laws are 
intended to confer. 

The theory of our patent law has been well stated as 
follows: — 

"The entire theory and purpose of our patent laws 
is to create a limited monopoly. In consideration that 
a patentee will give his invention to the public, with 
full drawings and specifications, so as to enable the 
public to freely use it at the expiration of seventeen 
years, a grant is made to him of an exclusive right to 
the monopoly of the patented device during that time." 

If the spirit and intent of our patent laws are as above 
set forth, can it be held that such laws support and protect 
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existing conditions of shoe machinery control in the United 
States? Can it be maintained that the grant of a patent 
justifies the patentee in committing a misdemeanor or an 
offence against the laws of any State or of the United 
States? 

If there is any question of patent law involved in the 
determination of the legaUty of the organization and methods 
of the shoe machinery combination, such question would 
appear to be as to whether the Federal anti-trust laws pro- 
hibiting combinations in restraint of trade apply only to 
combinations producing unpatented articles, or, as recently 
stated by a Federal judge, — 

"Is it possible that the manufactiurers of automobiles, 
of typewriters, of shoe machinery, or spinning machinery 
are without the scope of the Sherman Act for the reason 
that their machines generally embody one or more 
patented inventions?" (Blount Mfg. Co. v. Yale 6* 
Towne Mfg. Co., 156 F. H. 555.) 

It is well known that there is but little difficulty in ob- 
taining a patent. If the patent right per se affords legal 
protection to combinations of individuals and concerns 
producing competing patented articles, resulting in a trade 
monopoly supplemental to the patent monopoly itself, the 
patent right woxild appear to possess an added monopolistic 
value not heretofore generally comprehended. 

One of the most essential and practical issues of this 
controversy will be as to whether any combination or merger, 
through any means whatsoever, can legally prohibit or 
prevent the manufacture and use of the machines of expired 
patents. 
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CHAPTER XII. 

ANALYSIS OF "SHOE MACHINERY ANALYZED." 

[Special Correspondence to The Weekly Bulletin.] 

"It is my desire at this time to concentrate the 
interest of the shoe manufacturers in the one fact 
that nearly all the machinery used in lasting and 
bottoming shoes in the united states is owned by and 

IS THE PROPERTY OF THE UNITED ShOE MACHINERY COM- 
PANY." — Extract from ''Shoe Machinery Analyzed,'^ by Alfred 
W. Donovan. 

To the Editor of " The Weekly Bulletin'':— 

The "campaign of publicity" being extensively waged 
in the public press by those opposed to any disturbance of 
existing conditions in shoe machinery in the United States 
appears to have received a reinforcement through the pub- 
lication of the first of a series of articles entitled "Shoe Ma- 
chinery Analyzed," by Mr. Alfred W. Donovan. 

At the outset it is desired to express an appreciation of 
Mr. Donovan's frankness in his statement "that nearly all 
the machinery used in lasting and bottoming shoes in the 
United States is owned by and is the property of the United 
Shoe Machinery Company." While this statement di- 
rectly contradicts the assertions of other advocates and de- 
fenders of the United Shoe Machinery Company, who have 
repeatedly insisted that there was a substantial competition, 
yet Mr. Donovan's views in this matter — ^which appear to 
be, in effect, an indorsement of the publicly expressed 

[63] 
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opinions of Mr. Charles H. Jones— will, it is beKeved, be 
accepted as an accurate statement of fact by those who have 
investigated the shoe machinery situation. 

In view of the indictments recently brought in by the 
Federal grand jury against certain oflSdals of the United 
Shoe Machinery Company, and the fact that the allegations 
contained in such indictments are matters exclusively with- 
in the jurisdiction of the Federal courts for final determina- 
tion, a natural query arises as to the object for this "cam- 
paign of publicity." Why this opposition to a judicial in- 
vestigation and determination as to whether the ownership 
of "nearly all the machinery used in lasting and bottoming 
shoes in the United States" has been legally acquired and is 
being legally exercised? 

If the present situation in shoe machinery is a fair and 
equitable one and satisfactory to shoe manufacturers and the 
public generally, what is there to be feared from a fair in- 
vestigation of these conditions by the appointed guardians 
of the people's interest? 

If the present conditions are not equitable and reasonable, 
who should object to their being righted, except those few who 
have brought about these conditions, and their followers, 
which must be but a very small percentage of the interested 
people? But a discussion based on the interest of this small 
percentage can add absolutely nothing to what has been 
many times presented to the public. Neither can such dis- 
cussion be pertinent to the broad principles underlying the 
Federal anti-trust laws. 

Mr. Donovan's article does not treat of these broad prin- 
ciples: it is confined principally to the fear that, in the event 
it is held that the United Company is a monopoly and its 
leases void, as Ulegal, that company might exercise a right 
to remove its machinery, to the irreparable injury and ruin 
of shoe manufacturers. 
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Mr. Donovan implies that in the event that the owner- 
ship of "nearly all the machinery used in lasting and bot- 
toming shoes in the United States" has been illegally ac- 
quired and operated under illegal contracts, the judicial 
tribimal reaching such determination could not, or woi^ld 
not, exercise a discretionary power to enjoin action by such 
illegal combination, which woxild be injurious to shoe manu- 
facturers and the entire public. It is difficult to conceive 
that any shoe manufacturer who gives this matter any 
consideration can be disturbed by the suggestion of dire 
results, referred to by Mr. Donovan, through the deter- 
mination of the courts of the pending issue in shoe machinery. 

If the suits of the government are successful, it will be 
because, in the opinion of the court, the United Shoe Ma- 
chinery Company has created a monopoly in restraint of 
trade. Do not all precedents established by the courts of 
the United States, under such circumstances, render impos- 
sible of belief the resxilts which Mr. Donovan seems to an- 
ticipate? If the United Company should be found to have 
created and maintained a condition that was greatly to the 
prejudice of the shoe manufacturers or the public, or both, 
is it to be imagined for one moment that, after giving judg- 
ment against the company, the courts would allow that 
company to withdraw its machines and so accomplish the 
destruction of the shoe manufacturing business, or allow any 
further operation of the shoe machinery business which 
would be to the detriment of the public? 

While Mr. Donovan's frankness is commended in the 
matter of his statement that "nearly all the machinery 
used in lasting and bottoming shoes in the United States is 
owned by and is the property of the United Shoe Machinery 
Company," exception must be taken to the manner in which 
he refers to "the most serious attempt that has ever been 
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made to put a full line of machinery on the market in com- 
petition with the United Company." Mr. Donovan states 
that this attempt was "abandoned after six years of effort 
and the expenditure of between three and four million dol- 
lars." Assimiing that Mr. Donovan refers to the shoe ma- 
chinery system of Thomas G. Plant as the one that was 
"abandoned," does he think he is stating the id^ct fairly in 
his effort to impress shoe manufacturers with his views of 
the shoe machinery situation? Is it not the fact that the 
"abandonment" of the Plant line of machinery was brought 
about through its purchase by the United Shoe Machinery 
Company for several million dollars? As a matter of fact, 
was not the Plant "attempt" to create a complete line of 
shoe machinery successful? Was not the privilege of com- 
petition in essential machinery blocked through its purchase 
by the United Shoe Machinery Company? 

If Mr. Donovan's analysis of shoe machinery is to be con- 
fined to the proposition that existing conditions shoxild not 
be disturbed, regardless of the methods by which such con- 
ditions have been brought about and are being maintained, 
deprecating a judicial investigation and determination, and 
ignoring the equitable rights of other shoe manufacturers 
who desire to have some voice in a matter as important as 
the merits of their essential machinery; brushing aside the 
right to consideration of all independent inventors, shoe 
machinery producers, dealers in shoe supplies and findings, 
and others who may desire to take part in the shoe machin- 
ery and kindred trades, — then, it is believed, Mr. Donovan's 
analysis will not be convincing — except to those who may 
desire to be convinced by such doctrine and are financially 
benefited through a continuance of the predominating 
policy. 
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CHAPTER Xm. 

IS THERE DANGER OF THE AMERICAN 
PEOPLE GOING BAREFOOTED? 

Editor ** The Weekly Bulletin'':— 

I see by your paper that Alfred Donovan seems to think 
there is some danger that the American people may be 
obliged to go barefooted if the courts decide that the United 
Company has been breaking the laws, because the United 
Company owns almost all the lasting and bottoming ma- 
chinery in the United States, and might take it out if the 
leases don't hold. 

1 think Mr. Donovan is right about the United Company 
owning the machinery, but it has just occurred to me that 
we shoe manufacturers have in the past not sized up this 
situation as fully as we should. It seems^ to me, if Mr. 
Donovan is right, that the United Company is in a position 
to punish the people for making this Sherman Law, for, if 
the court decides that the United Company has broken this 
law which the people's representatives have passed, the 
United Company can turn around and take out almost all 
the shoe machinery for lasting and bottoming, and it is the 
surest thing you know that, if they can do this, the American 
people will soon have to go barefooted. 

I am not sure that the best and quickest way to let the 
people know how dependent we are on the alleged monop- 
oly is to let this very thing happen that Mr. Donovan is 
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afraid of. If this sort of thing is to go on in shoe machin- 
ery, and the shoe manufacturers are to lose every bit of 
independence, — or what little they may have left, — it seems 
to me that it is likely this sort of thing will extend to other 
industries, and people may not only have to go barefooted, 
but bareheaded, and without clothes. We might just as 
well find out now whether we have any right to make laws 
against combinations without danger of being obliged to 
return to the cave-dwellers' style of living, if we enforce 
them. When we find out about this, perhaps we shall find 
some way of regaining the independence which our fore- 
fathers fought for a hundred or two years ago — or give up 
the job and let us ^<f ^o/d what machinery is best for us for 
all time. And then let us forget about the Boston Tea 
Party, Bunker Hill, Lexington, and that sort of thing. 

Manufacturer. 
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CHAPTER XIV. 

SHOE MACHINERY COMPETITION? 

The Advertising Campaign in Shoe Machinery. 
[Special Correspondence to The Weekly Bulletin.] 

"// has been asserted repeatedly that a shoe manufacturer 
cannot obtain any of the machines of the United Shoe Ma- 
chinery Company without agreeing to take all his machines 
from the company. This assertion is not true and it never 
was true. In the case of only a few machines is the use of 
one dependent upon the use of any other, ^^ — ^Advertisement in 
Boston Post of Oct. 18, 191 1. 

"// is my desire at this time to concentrate the interest of 
the shoe manufacturers in the one fact that nearly all the ma- 
chinery used in lasting and bottoming shoes in the United States 
is owned by and is the property of the United Shoe Machinery 
Company.'* — ^Alfred W. Donovan in Shoe and Leather Re- 
porter, Oct. 5, 191 1. 

"It was voted that this association places itself on record (W 
in favor of a continuance of the present lease system as used 
by the United Shoe Machinery Company, provided such por- 
tions of the lease as operate to exclude the use of competitive 
machines be abolished * and the penalty or charges for return- 
ing used machinery be modified or wiped out J' — Recent reso- 
lution passed by the Brockton Shoe Manufacturers' Associa- 
tion. 

To the Editor of ''The Weekly Bulletin'':— 

With respect to the advertisement, as above quoted, its 
authors are invited to inform the public — ^if they desire 

* Interlineation inserted. 
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that the public should know cUl the facts — whether it is 
not true: 

(i) That the most essential, or most important, machines 
of the United Shoe Machinery Company, from which it 
derives its greatest income from rentals, duplicate 
parts, and repairs, etc., are the machines for welt sewing, 
outsole stitching, lasting, heeling, heel slugging, heel- 
seat nailing, and other machines for inserting metallic 
fastenings; 

(2) That machines of the types and for the purposes of those 
above enumerated are absolutely necessary for the pro- 
duction of the leading and best kind of machine-made 
boots and shoes, known as the welt shoe; 

(3) That because of the provisions and obligations in the 
leases of the United Shoe Machinery Company, re- 
lating to machines employed in the manufacture of 
welt work, 

(a) A lessee of the company's welt sewing machine must 
lease the company's outsole stitching machine as one 
of the conditions of obtaining the welt sewing machine, 
and that all of the lessee's welt sewing and outsole 
stitching must be done on the company's machines; 

(b) A lessee of the company's outsole stitching machine 

must lease the company's welt sewing machine as one 
of the conditions of obtaining the outsole stitching ma- 
chine, and that all of the lessee's outsole stitching and 
welt sewing must be done on the company's machines; 

(c) A lessee of the company's lasting machine must lease the 

company's welt sewing, outsole stitching, heel slugging, 
heel-seat nailing, and such other machmes as he may 
require for inserting metallic fastenings, as one of the 
conditions of obtaining the lasting machine, and that 
all of the lessee's lasting, welt sewing, outsole stitching, 
heel slugging, heel-seat nailing, and all other required 
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metallic fastening operations must be done on the 
company's machines; 

(d) A lessee of the company's heeling machine must lease 
the company's welt sewing, outsole stitching, lasting, 
heel slugging, heel-seat nailmg, and such other machines 
as he may require for inserting metallic fastenings, as 
one of the conditions of obtaining the heeling machine, 
and that all of the lessee's heeling, welt sewing, out- 
sole stitching, lasting, heel slugging, heel-seat nailing, 
and all other required metallic fastening operations 
must be done on the company's machines; 

(e) A lessee of the company's heel slugging, heel-seat nailing, 

and other machines for inserting metallic fastenings 
in welt boots and shoes must lease the company's 
welt sewing, outsole stitching, and lasting machines as 
a condition of obtaining the heel slugging, heel-seat 
nailing, and other machines required for inserting me- 
tallic fastenings in welt boots and shoes, and that all 
of the lessee's heel slugging, heel-seat nailing, and all 
other metallic fastening operations required for welt 
boots and shoes — welt sewing, outsole stitching and 
lasting — must be done on the company's machines. 

Without any play upon words, eliminating all possible 
double meaning in language, and for the moment disre- 
garding all outside matters not pertinent to informing the 
public as to the foregoing propositions, cannot each and 
every of such propositions — (i), (2), (3), (a), (ft), (c), (d), 
(e) — ^be truthfully and accurately answered '*YES"? 

When Mr. Donovan states that "nearly all the machinery 
used in lasting and bottoming shoes in the United States is 
owned by and is the property of the United Shoe Machinery 
Company,*^ does he not refer to the welting, outsole stitching, 
lasting, heeling, heel slugging, and heel-seat nailing machines 
of the United Shoe Machinery Company? 
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Do the authors of the above advertisement think that 
Mr. Donovan's assertion refers to minor machines of the 
company? 

When the Brockton Shoe Manufacturers* Association 
adopts a resolution with the words ^^ provided such portions 
of the lease as operate to exclude the use of competitive machines 
he abolished,^' is it not perfectly clear that the Brockton Shoe 
Manufacturers* Association officially expresses the opinion 
that the leases of the United Shoe Machinery Company 
contain provisions which "operate to exclude the use of com- 
petitive machines ^^? 

Will the authors of the above advertisement assert that 
the resolution of the Brockton Shoe Manufacturers* Associa- 
tion in its reference to the lease of the United Shoe Machinery 
Company as operating to exclude the use of competitive 
machines is meaningless, and that this association has placed 
itself on record as to a matter which has no foundation in 
fact? 

Regardless of the above advertisement, which is believed 
to be a fair sample of those being spread broadcast in the 
public press, and presimaably at a very large expenditure of 
money, the sentiment expressed in the resolution of the 
Brockton Shoe Manufacturers' Association is believed to 
accurately present the real issue in the shoe machinery sit- 
uation, and, practically, the only issue. Brockton shoe 
manufacturers. Western shoe manufacturers, Haverhill 
shoe manufacturers, and many other shoe manufacturers 
of reputation, ability, and high standing desire an "open 
lease," in order that they may be afforded the freedom and 
reasonable privilege of adopting any machine which, in their 
own judgment, may be advantageous to them — and to their 
customers, the public. If all the machines and devices of 
the United Shoe Machinery Company are superior to any 
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others, then shoe manufacturers will desire to use them 
either on a lease or purchase basis. But, if there are any 
machines made by others, either of the essential or minor 
types, which any shoe manufacturer considers better in any 
respect, his absolute right and freedom to adopt them, free 
from any fear that his business may be annihilated because 
of any lease provisions or obligations which ^^ operate to 
exclude the use of competitive machines,'' should be unques- 
tionable and imdoubted. 
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CHAPTER XV. 

"SHALL BOSTON BUSINESS MEN GO TO JAIL?" 

[Special Correspondence.] 

To the Editor of ''The Weekly Bulletin'':— 

The above somewhat startling inquiry appears in an 
advertisement in the Boston Post of October 18 as fol- 
lows: — 

"SHALL BOSTON BUSINESS MEN GO TO JAIL?" 

"How St. Louis shoe manufacturers paying 35% dividends 
attack New England shoe machinery manufacturers paying 
8%. 

"New England capital compared with St. Louis capi- 
talization." 

"5ee the Boston News Bureau." 

The editor of the Boston Post evidently did "see the 
BOSTON NEWS BUREAU," for in the Post of October 19 
the following editorial appeared: — 

"IT ALL DEPENDS." 

"'Shall Boston business men go to jail?* asks the 
BOSTON NEWS BUREAU. That all depends. 

" Boston business men shall not go to jail, and need not 
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go to jail, if they conduct their enterprises in accordance 
with the laws of the land. 

"Boston business men are liable to go to jail, and ought 
to go to jail, if they have criminally violated the statutes 
of the United States. 

''And really that is all that lies within the question. The 
answer to it is simplicity itself." 



If the writer of the article in the BOSTON NEWS 
BUREAU, to which the above quoted advertisement re- 
fers, desires to arouse a sectional feeling in the shoe trade 
between Eastern and Western manufacturers, he will have 
to discover or devise a more astute issue than that which 
the Boston Post so effectually punctured. It is inconceivable 
to suppose that this latest contribution to the "campaign 
of publicity" can, or will, have any effect upon the deter- 
mination of the pending issue in the courts as to whether 
the United Shoe Machinery Company is a combination in 
restraint of trade, and its leases void, as illegal. 

It is understood that the Western shoe manufacturers 
desired a modification of their shoe machinery leases whereby 
they should be relieved of the obligations under the tying 
clauses of such leases and afforded the freedom of adopting 
such machines as in their judgment were best for their 
needs as shoe manufacturers. The Brockton Shoe Manu- 
facturers' Association has recently placed itself on record 
as favoring the same modification as that requested by the 
Western shoe manufacturers, through the adoption of the 
following resolution: — 

"It was voted that this Association places itself on record 
as in favor of a continuance of the present lease system as 
used by the United Shoe Machinery Company, provided 
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such portions of the lease as operate to exclude the use of 
competitive machines be abolished, and the penalty or 
charges for returning used machinery be modified or wiped 
out." 

The strong sentiment in favor of a reasonable freedom 
to be allowed to use shoe machinery of demonstrated merit, 
whether produced by the United Shoe Machinery Company 
or others, is not confined to the Western shoe manufacturers 
or to the members of the Brockton Shoe Manufacturers' 
Association, but is strongly entertained by a great many shoe 
manufacturers in all parts of the United States. 

What, then, does the author of the article in the BOSTON 
NEWS BUREAU expect to gain by stating that 

"A recent investigation by a Boston banking house of 
the machinery conditions of shoe maniifacturing, showed 
that nine-tenths of the shoemaking men were perfectly 
satisfied with their relations with the United Shoe Machin- 
ery Co.; personal prejudice and desire for rebates by the 
large manufactiurers accounted for the opposition"? 

Are the members of the Brockton Shoe Manufacturers' 
Association included among those who have "personal preju- 
dices" and a "desire for rebates" because they ask that 
"such portions of the lease as operate to exclude the use 
of competitive machines be abolished"? 

What attack has been made upon New England shoe 
machinery manufacturers by the Western shoe manufact- 
urers, the Brockton Shoe Manufacturers' Association, or 
any other shoe manufacturers, beyond asking for a reason- 
able freedom in exercising their judgment and discretion in 
the matter of their essential machinery? If the United 
Shoe Machinery Company declines to grant the modifica- 
tions requested by the Western shoe manufacturers, the 
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Brockton Shoe Manufacturers' Association, and other lead- 
ing and influential manufacturers, is it an "attack" upon 
the shoe machinery company if any or all of such shoe 
manufacturers invoke the one remedy open to them — the 
determination of the federal courts under existing laws? 

And, if in the judicial determination of the issues in- 
volved it shall appear, after a full and impartial trial, that 
the laws have been criminally infringed, there may be a 
conclusive answer to the question, 

"SHALL BOSTON BUSINESS MEN GO TO JAIL?" 
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[Reprinted from the issue of October 28, 191 1.] 



CHAPTER XVI. 

ANOTHER APPEAL TO SHOE MANUFACT- 
URERS. 

[Special Correspondence to The Weekly Bulletin.] 

To the Editor of " The Weekly Bulletin":— 

Recently many or all of the shoe manufacturers of the 
United States have received circular letters from the Boston 
News Bureau, enclosing a list of questions relative to the 
United Shoe Machinery Company and its operations, it 
being intimated that a simamary of the results is to be pub- 
lished. 

To some who hold views directly opposed to those fre- 
quently expressed in the columns of the Boston News Bureau 
with respect to the shoe machinery issue, the questions 
propoimded to shoe manufacturers by that paper appear to 
have a leading tendency, and by no means to broadly cover 
the issues involved, if it is the intent to publish the ansivers 
for the information and benefit of the public. 

With a confident assumption that the shoe manufacturers 
of the United States desire that the shoe machinery situa- 
tion should be presented to its customers — the ninety 
million American wearers of boots and shoes — ^in all its 
phases, they are invited to answer the following questions 
as supplementary to those asked by the Boston News Bureau, 
mailing the questions and answers to The Weekly Bulle- 
tin, Boston, Mass. 

[78] 
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4 

(i) In a recent issue of a trade journal Mr. Alfred W. 
Donovan asserts that ^^ nearly all the machinery used in 
lasting and bottoming shoes in the United States is owned by 
and is the property oj the United Shoe Machinery Company J^ 
Assuming that Mr. Donovan's assertion refers to the most 
important, or essentialy shoe machinery, such as welt sewing, 
outsole stitching, lasting, heeling, heel slugging, heel-seat 
nailing, and other machines for inserting metallic fastening, 
and not to minor machines, do you regard such assertion as 
substantially accurate? 

Ans. _ 

(2) The Brockton Shoe Manufacturers' Association has 
recently adopted the following resolution: — 

"// was voted that this association places itself on 
record as in favor of a continuance of the present lease 
system as used by the United Shoe Machinery Company, 
provided such portions of the lease as operate to exclude 
the use of competing machines be abolished, and the 
penalty or charges for returning used mc^hinery be modi- 
fied or wiped outJ' 

Do you not imderstand that by the adoption of this reso- 
lution the Brockton Shoe Maniifacturers' Association offi- 
cially places itself on record to the effect that some portions 
of the lease of the United Shoe Machinery Company ^^ op- 
erate to exclude the use of competitive machines, ^^ and that the 
lease contains objectionable features in the matter of "/Ae 
penalty or charges for returning used machinery'^? 

Ans. - _ 



(3) Is it not true that because of the obligations contained 
in the leases of the United Shoe Machinery Company a 
lessee of that company maniifacturing welt boots or shoes 

(a) Mu^t lease the company's outsole stitching ma- 
chine as a condition of obtaining its welt sewing ma- 
chine; 
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(b) Must lease the company's welt sewing machine 
as a condition of obtaining its outsole stitching ma- 
chine; 

(c) Must lease the company's welt sewing, outsole 
stitching, heel slugging, heel-seat nailing, and all other 
machines required for metallic fastening operations, 
as a condition of obtaining its lasting machine; 

(d) Must lease the company's welt sewing, outsole 
stitching, lasting, heel slugging, heel-seat nailing, and 
all other machines required for metallic fastening opera- 
tions, as a condition of obtaining its heeling machine; 

(e) Must lease the company's welt sewing, outsole 
stitching and lasting machine, as a condition of obtain- 
ing its heel slugging, heel-seat nailing, and all other 
machines required for metallic fastening operations? 

Ans. 



(4) Is it possible to manufacture welt boots and shoes in 
which all the lasting and bottoming operations are per- 
formed by machinery, without the use of welt sewing, out- 
sole stitching, lasting, heeling, and metallic fastening ma- 
chines? 

Ans. -- 



(5) Do not the leases of the United Shoe Machinery 
Company relating to the more important, or essential, 
machines require that the lessee shall do all his work, for 
which the various machines are adapted, on the leased ma- 
chines, and that in the event that the machines originally 
leased are insufficient in niunber or capacity for doing all 
the work of the lessee he shall lease additional machines for 
such purpose from the lessor company? 

Ans. 

(6) Is it not the fact that no shoe manufacturer of "nearly 
all" the shoe maniifacturers in the United States producing 
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machine-made welt boots or shoes cannot — except in viola- 
tion of obligations contained in the leases of the United Shoe 
Machinery Company — use welt sewing, outsole stitching, 
lasting, heeling, heel slugging, heel-seat nailing, or any other 
required metallic fastening machines, made and sold, or 
leased, by others than the United Shoe Machinery Com- 
pany? 
Ans. 

(7) If it is true that the United Shoe Machinery Com- 
pany is the owner of nearly all the essential machinery used 
for lasting and bottoming shoes in the United States, leas- 
ing such machinery under conditions which "operate to 
exclude the use of competitive machines" through tying 
clauses in the leases, or contracts, is it not perfecfly clear 
that there can be no substantial competition in essential 
shoe machines of welt sewing, outsole stitching, lasting, 
heeling, and metallic fastening types ? And is it not equally 
clear, if the above propositions are true, that independent 
inventors, shoe machinery producers, and all others who 
may desire to enter the shoe machinery trade are restrained 
from doing so because, through the combinations effected 
by it, the United Shoe Machinery Company has acquired 
the ownership of nearly all the essential machinery used for 
lasting and bottoming shoes in the United States, and ex- 
ercises such ownership through leasing it imder conditions 
which "operate to exclude the use of competitive machines"? 

Ans. 

(8) Is it not true that prior to the formation of the United 
Shoe Machinery Company in 1899 there were various and 
competing shoe machinery concerns producing welt sewing, 
outsole stitching, lasting, heeling, and metallic fastening 
machines, such machines being supplied the trade through 
sale or lease at various and competing prices, free from 
tying restrictions and conditions which would "operate to 
exclude the use of competitive machines"? 

Ans, -- - 
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(9) Is it not true that preceding, at the time of, and sub- 
sequent to the formation of the United Shoe Machinery 
Company all, or substantially all, of the concerns producing 
competing welt sewing, outsole stitching, lasting, heeling, 
and metallic fastening machinery were acquired by the 
United Shoe Machinery Company, or by those who were 
instnmaental in its formation, and that the tying clauses in 
its leases and other conditions which "operate to exclude 
the use of competitive machines" were enforced as to the 
essential machines enimierated, and the "open lease" and 
outright sale policies previously in force by the various 
acquired concerns eliminated? 

Ans - _ -- 



(10) What logical reasons are there to suppose or main- 
tain that the faculty of invention has been lost to the Ameri- 
can inventor, and that, if afforded the opportimity of open 
competition whereby after a practical demonstration of the 
value of his invention its use was not restricted because of 
existing leases operating to "exclude the use of competitive 
machines," new principles would not be brought out in shoe 
machinery, as far advanced over those now employed as 
were the welt sewing, outsole stitching, lasting, heeling, and 
metallic fastening machines, demonstrated prior to the 
formation of the United Shoe Machinery Company, superior 
to the shoe machinery of former times? 



Ans, 



(11) If Western shoe manufacturers, the Brockton Shoe 
Manufacturers' Association, and many other shoe manu- 
facturers of high standing and ability desire an "open lease" 
in order that they may be afforded a reasonable freedom 
in the selection of their essential machinery, and request 
the United Shoe Machinery Company to abolish such por- 
tions of its lease which "operate to exclude the use of com- 
petitive machines," and such request is declined, do you 
regard it as an "attack" upon the United Shoe Machinery 
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Company if application is made to the Federal courts to 
judicially determine the rights of such shoe maniifacturers 
imder existing Federal anti-trust laws? 

Ans 



(12) If when you started in the manufactiure of shoes you 
foimd there was one shoe-producing concern which owned 
nearly all the shoe factories in the United States, and had 
contracts with nearly all wearers of boots and shoes in the 
United States, containing provisions which required them to 
exclusively piurchase and wear boots and shoes made by 
this one concern, and of the styles or kinds dictated by it, 
requiring that all repairs to the boots and shoes be made by 
this one concern at "prices established from time to time" 
by it, such contracts being written for seventeen years, 
but being, in effect, perpetual, in what respects in the matter 
of the substantial principle would the situation thus dis- 
covered by you, as a man desiring to enter the boot and 
shoe maniifacturing business, be (MFerent from those now 
encountered by the inventor, the independent machinery 
producer, and all others who may desire to take part in the 
shoe machinery business of the United States? 



Ans. 



(13) If you favor a continuance of existing conditions 
on the broad ground that the organization and operations of 
the United Shoe Machinery Company are advantageous 
to shoe manufacturers and to the public, do you not also 
advocate a similar combination in shoe manufacturing as a 
broad economic proposition for the public good, supported 
by every principle which leads you to maintain that it is 
for the best interest of the public that the ownership of 
nearly all the essential shoe machinery should be vested in 
one concern? 

Ans. 
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CHAPTER XVn. 



THE REAL ISSUE A SIMPLE ONE. 

Shoe Machinery. 

[Special Correspondence.] 

To the Editor of " The Weekly Bulletin'':— 

The principal issue in the shoe machinery situation — an 
issue which is simplicity itself — seems to have taken a very 
complex form, owing to the numerous articles appearing 
in the public press and the advertisements of the United 
Shoe Machinery Company, which have treated of almost 
every subject in shoe machinery except the principal one, 
which is — 

A Lease that does not prohibit Competition. 

Since the agitation of this subject is of such long duration, 
it is difficult to comprehend the following from the Boston 
News Bureau of November 3: — 

"One of the United Shoe Machinery men said: 'We 
have never been able to see that we were vio- 
lating the law or that we were operating otherwise 
than for the benefit of the whole shoe trade and the 
public. We have always been ready to correct any- 
thing that any government official would point out to 
us as erroneous or illegal in our organization, our ad- 
ministration, our charges, or our leases.' " 

[84] 
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Those in control of the United Shoe Machinery Company 
and their legal advisers cannot he unaware that from the 
very outset strenuous objection was made by the shoe 
manufacturers of the United States to the so-called "iron- 
clad" lease proposed by the company soon after its organi- 
zation, and that such has been the principal issue ever since. 

1900-01. 

Under date of Nov. 10, 1900, the Boston Herald, in a 
press despatch from Philadelphia relating to a conference 
between the directors of the Boot and Shoe Manufacturers' 
National Association and ofl&dals of the United Shoe Ma- 
chinery Company, states: — 

"For some time shoe manufacturers have been com- 
plaining about alleged oppressive measures exacted by 
the United Shoe Machinery Company in the leases of 
the machines of which it is said to have a monopoly. 
The machine company demands of the lessees that they 
use their machines exclusively, and will not permit 
them to be operated in conjimction with any other 
machine but those made and furnished by the machine 
company. The manufacturers demand that those 
clauses be stricken from the leases, and that the ma- 
chine company accept royalties on the work done by 
the machines, irrespective of all other machinery used 
in the shoe factories, that are incorporated in the 
national shoe manufacturing organization." 

On Dec. 14, 1900, the Boston Herald, in an article relat- 
ing to the controversy between the United Shoe Machinery 
Company and shoe manufacturers in the matter of the 
leases, stated: — 

"The manufacturers are very indignant about the 
matter, and are determined to fight the objectionable 
clause to the end. A prominent shoe man said to-day: 
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'That clause leaves us no license in the manner 
of conducting our factories. The United Company 
simply dictates to us just what we shall do, and shall 
not do, and if we do not obey them, they can, if 
they wish, shut down our factories. They have the 
right imder the terms of the lease, if they discover 
that we are using outside machinery, or that we have 
done more work than we can perform with the nimi- 
ber of their machines which we have, to cancel the 
lease and remove their machines, thus leaving us 
helpless.'" 

1906-07. 

In 1907 the Massachusetts legislature, representing the 
largest shoe-producing State of the Union, enacted the 
so-called "Shoe Machinery Bill," which, in effect, specifi- 
cally prohibited the sale or lease of machinery under condi- 
tions practically like those opposed by shoe manufacturers 
in 1900. 

Surely, the management and the legal advisers of the 
United Shoe Machinery Company were aware at this time 
of the opinion of the Supreme Court of Massachusetts as to 
the validity of the "Shoe Machinery Bill." 

The enactment of this bill in 1907 was but a reiteratioij 
of the protests of 1900. 

1910-11. 

Recent resolution passed by the Brockton Shoe Manu- 
facturers' Association: — 

"It was voted that this association places itself on 
record as in favor of a continuance of the present lease 
• system as used by the United Shoe Machinery Com- 
pany, provided such portions of the lease as operate to 
exclude the use of competitive machines he abolished and 
the penalty or charges for returning used machinery 
be modified or wiped out." 



Digitized by VjOOQIC 



The Real Issue a Simple One 87 

This resolution expresses, in substance, the request made 
by the Western shoe manufacturers and many other shoe 
manufacturers of the United States. 

Is it not idle to assert, in effect, that the management of 
the United Shoe Machinery Company and its legal advisers 
have not from the very beginning been fully advised that its 
leases were objectionable because of their restrictive feat- 
ures, or that there has ever been any possible question as 
to the red issue in shoe machinery? 

Is it not indisputable that: — 

(i) In 1901-02 the shoe manufacturers of the United 
States strenuously opposed the restrictive leases of the United 
Shoe Machinery Company? 

(2) In 1906-07 the same issue resulted in the enactment of 
the "Shoe Machinery Bill'* by the Massachusetts legislature? 

(3) In 1910-11 many shoe manufacturers of high stand- 
ing and ability have earnestly and repeatedly brought to 
the attention of the management of the United Shoe Ma- 
chinery Company the same identical issue as that presented 
in 1900-01 and 1906-07? 

Is it not true and indisputable that such issue involves 
the following propositions? — 

The right of American shoe manufactxirers to determine 
for themselves the merits of any and all machinery best 
adapted for their individual needs. 

The right of the American inventor, the American shoe 
machinery producer, and others who may desire to take 
part in the shoe machinery trade of the United States to 
enjoy the fruits of their work. 

The rights of the American people, whereby they may be 
afforded the benefits of competition. 
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CHAPTER XVIII. 

THE CAMPAIGN OF PUBLICITY IN SHOE 
MACHINERY. 

"The Testimony of 268 Manufacturers." 

[Special Correspondence.] 

To the Editor of " The Weekly Bulletin ".•— 

In its issue of November 10 the Boston News Bureau 
states : — 

"The Boston News Bureau hsiS endeavored to secure from 
the shoe manufacturers of the country their opinion of the 
United Shoe Machinery Company, and to this end addressed 
a personal letter to them, enclosing a series of questions. 
It was also requested that any manufacturer who felt so in- 
clined should send any comment, either favorable or un- 
favorable, which he cared to make." 

It appears that the number of replies received by the 
News Bureau was 268, and that such number was the basis 
of its tabulation and conclusions contained in its article. 

A reference to the statistics of the United States Census 
for 1909, relative to the boot and shoe industry, shows that 
there were 1,918 establishments, and, therefore, the replies 
received by the News Bureau represent 13.9 per cent, of the 
total number of such establishments. An analysis of the 
News Bureau's tabulation shows that approximately 10 per 
cent, of the representatives of the total number of establish- 
ments sent in replies favorable to the United Shoe Machin- 
ery Company, while approximately 90 per cent, of the total 

[88] 
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number either sent in answers unfavorable to the United 
Company or did not reply. 

Presumably, all those who could conscientiously answer in 
favor of the United Shoe Machinery Company did so, and 
it is difficult, therefore, to perceive upon what substantial 
basis the Boston News Bureau supports the following con- 
clusion, quoted from its article of November 10: — 

" The responses indicate that a very large percentage of 
the manufacturers are satisfied with their relations with the 
United Shoe Machinery Co. and believe the company has 
been of great benefit to them and to the public," 



"ANXIOUS INQUIRER." 

Editor ''The Weekly Bulletin'':— 

If I may be extended the privilege of your columns, I 
would respectfully inquire of those who are directing the 
advertising campaign in behalf of the United Shoe Ma- 
chinery Company to advise the shoe manufacturers of the 
United States and the public generally : — 

^ {a) What is the primary object of the advertising cam- 

paign ? 

(b) Is it to advance the sale or lease of the company's 
machinery ? 

{c) Is it to assist the shoe manufacturer in the sale of his 
product ? 

I feel that I voice the sentiment of many manufacturers 
and of many citizens not directly interested in shoe machin- 
ery or shoe manufacturing, in the desire of being informed 
regarding the above. 

Anxious Inquirer, ' 
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CHAPTER XIX. 

THAT WELTING AND STITCHING MACHINE 
LEASE. 

Un-lasted, Heelless, and Un-metallic Fastened Welt 

Shoes. 

"Any Manufacturer is at Liberty to lease a Good- 
year Welting Machine and a Goodyear Stitching 
Machine without being obliged to lease or buy 
anything else from the company." 

To the Editor of " The Weekly Bulletin'':— 

In a letter recently received, relating to the leases of the 
United Shoe Machinery Company, the writer refers to the 
proposition that 

"Any manufacturer is at liberty to lease a Goodyear 
Welting Machine and a Goodyear Stitching Machine with- 
out being obliged to lease or buy anything else from the 
Company." 

Technically J the quoted proposition is based on the fact. 
Practically, the value of the proposition is dependent upon 
whether the shoe manufacturer producing welt work is de- 
sirous of having his shoes lasted by machinery, heeled by 
machinery, and metallic fastened by machinery. If these 
operations are to be performed by hand, then, and then only, 
is the American shoe manufacturer afforded the "liberty 
to lease a Goodyear Welting Machine and a Goodyear 

[90] 
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Outsole Stitching Machine without being obliged to lease 
or buy anything else from the Company.'' If the manu- 
facturer wishes to last his welt shoes by machinery, attach 
the heels by machinery, and use machinery for the purpose 
of nailing the heel-seats and slugging the heels, he must 
lease machines for such purposes from the United Shoe 
Machinery Company: he cannot obtain them elsewhere. 
And, when he applies for such machines, he will find that 
they are not only tied together directly or indirectly by lease 
requirements, but all of them are tied to the company's 
welt sewing and outsole stitching machines and none of 
them can be employed except on the condition that the 
manufacturer leases the company's welt sewing and out- 
sole stitching machines and uses them exclusively on all 
his work. 

The shoe machinery situation is to be examined under 
conditions as they now exist. A prominent shoe manu- 
facturer has asserted, — 

"Nearly all the machinery used in lasting and bottoming 
shoes in the United States is owned by and is the property of 
the United Shoe Machinery Company^ 

The fact cannot be disputed, neither can it be denied that 
"nearly all the machinery" referred to includes practically 
all the lasting, heeling, and metallic fastening machinery 
used by American shoe manufacturers; and it follows that 
all of the users of such machinery producing welt work have 
been obliged to use, and are using, welt sewing and outsole 
stitching machines of the United Shoe Machinery Company 
because the lease obligations of their lasting, heeling, and 
metallic fastening machines require them to do so. 

It is idle to attempt to maintain that all the essential 
machines of the United Shoe Machinery Company are not 
tied together by lease restrictions when existing conditions 
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in shoe machinery are taken into consideration and applied 
to the fact that producers of welt shoes must have all such 
machines. 

The company's welt sewing machine and outsole stitch- 
ing machine are tied together in one lease, although they are 
of different types and are only alike in that both are sewing 
machines. The welting machine is used for sewing the welt 
to the upper and innersole. After this is done, the shoe is 
operated upon by several other machines, and finally by the 
outsole stitching machine, which attaches the outsole to 
the welt. The machines are no nearer alike in their con- 
struction and mode of operation than a heeling machine is 
like a heel slugging machine. It might well be the fact 
that the United Shoe Machinery Company had a welt 
sewing machine that was superior to any other machine of 
like type on the market, and at the same time it might be a 
demonstrated proposition that an independent shoe ma- 
chinery concern possessed an outsole stitching machine 
that was far superior to that of the United Shoe Machinery 
Company, but no lessee of that company, except in viola- 
tion of the terms of his lease, can use that company's welt 
sewing machine in conjimction with an independent out- 
sole stitching machine, — or vice versa, — ^for both machines 
are tied together in the lease. Inasmuch as these two ma- 
chines yield the company approximately four-fifths of the 
total royalties received for the use of its essential machines 
employed on welt work, — according to the statements of 
oflScials of the company, — the clause of the lease which ties 
the welt sewing machine to the outsole stitching machine 
and the outsole stitching machine to the welt sewing ma- 
chine may be regarded as even more arbitrary than the 
tying clauses in the lasting, heeling, and metallic fastening 
machinery leases. As has been pointed out, there seems to 
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be no logical reason why a welt sewing machine should be 
tied to an outsole stitching machine unless the exercise of 
the power to do so may be regarded as "logical." 

The Whole Proposition Resolves Itself to This: — 

The Welt Sewing Machine is tied to the Outsole 
Stitching Machine and the Outsole Stitching Machine 

IS TIED TO THE WeLT SeWING MACHINE ; THE LASTING, 

Heeling, and Metallic Fastening Machines are tied 
TO EACH OTHER DIRECTLY OR INDIRECTLY, — and all are tied 
to the Welt Sewing Machine and Outsole Stitching Machine, 
Where is there any practical liberty afforded the 
American Shoe Manufacturer, the American Inventor, 
OR THE American Shoe Machinery Producer in the 
Matter of Essential Machinery? 
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CHAPTER XX. 

SOME IDIOSYNCRASIES OF THE SHOE MA- 
CHINERY COMBINATION'S DEFENCE. 

[Special Correspondence.] 

To the Editor of ''The Weekly Bulletin'':— 

Some time since in the Boston News Bureau the following 
article in relation to the shoe machinery situation was 
presented: — 

"The consolidation of the Roberts, Johnson & Rand 
Shoe Co. and the Peters Shoe Co. of St. Louis with a com- 
bined capital of $20,000,000 is regarded in local shoe circles 
as the first step in the formation of a Western shoe manu- 
facturers' trust to compete with New England shoe con- 
cerns. 

"It will be recalled that, at the recent hearing at the State 
House relative to a proposed investigation of the United 
Shoe Machinery Co., President Winslow stated that he had 
been invited to join a shoe manufacturers' trust and had 
declined. This is the trust to which he referred. 

"The question is naturally asked in the shoe district 
whether the government will institute proceedings against 
the Western shoe 'trust' on the ground of restraint of trade 
similar to prosecution against the United Shoe Machinery 
Co. 

"In relation to the request of the Western shoe manu- 
facturers for a change in the present method of leasing shoe 
machinery, a director of the United Shoe Machinery Co. 
says: — 

[94] 
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"'If we were to ^ve individual leases for individual 
machines, we could not make the rate the same as for a 
collection of machines. In other words, we could not make 
the same rate at retail as we do at wholesale. Further- 
more, if individual leases were made, the large manufact- 
urers, such as are located in St. Louis, would have a great 
and unfair advantage over the small and average-sized 
manufacturer of shoes. If the shoe machines were to be 
purchased instead of leased, there would not be a single 
shoe manufacturer in L)nin but would have to go out of 
business, simply because he could not meet the expenses 
of properly equipping his factory with machines, as could 
the large manufacturers. The same condition of affairs 
would also prevail in Brockton with the exception of pos- 
sibly a few of the largest concerns.'" 

It may be assumed for the purposes of this discussion 
that the foregoing quoted article presents the views of the 
management of the shoe machinery combinatioapor at 
least such views as it may deem desirable to promulgate 
publicly. At the outset it may be interesting to compare 
this reported shoe manufacturers* consolidation and its 
probable effects on the trade with the consolidations made 
by the shoe machinery combination and their consequences, 
in an effort to determine whether any similarity exists 
between the two combinations with respect to their bear- 
ing on the public welfare. 

Reported Shoe Manufacturers' Consolidation: — 

Assuming that the shoe manufacturing concerns con- 
cerned in this consolidation produce in the aggregate during 
the coming year the same amount of goods as in 1910, 
the combined production would be, approximately, 1/20, 
or 5 per cent., of the total boot and shoe production of the 
United States, leaving 19/20, or 95 per cent., of the busi- 
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ness to its competitors. It is not reported, nor can it be 
reasonably asserted, that this consolidation of two concerns 
proposes to inaugurate a policy of restrictive contracts 
with its customers for the purpose of prohibiting them from 
obtaining boots and shoes from any other manufacturers, 
and obliging them to accept such kinds and styles of foot- 
wear as the new company may deem best for their require- 
ments. So far as is known, this consolidation of two con- 
cerns has been, or is to be, brought about for economic 
reasons, and that otherwise there will be no advantages over 
its competitors. ConsoUdations along these lines are im- 
doubtedly favored as matters of benefit to the public gener- 
ally, neither the spirit nor intent of our anti-trust laws being 
violated. 

The Shoe Machinery Consolidation: — 

It is not denied that the shoe machinery combination has 
resulted in the consolidation and acquisition of something 
like 75 concerns, many of which were competitors; and it 
is alleged that as a result of such mergers and acquisitions, 
in connection with a policy of restrictive lease contracts 
which practically eliminate all substantial competition, 
the combination controls 98 per cent, of the shoe machinery 
business of the United States, leaving 2 per cent, of the 
business to be divided among the independent shoe ma- 
chinery concerns. 

Will the discriminating reader observe any similarity 
between these two consolidations? And will the attempt 
to show there is any similarity be regarded as a frank dis- 
cussion of shoe machinery conditions in the United States? 

Whether the president of the shoe machinery combina- 
tion was invited to join a shoe manufacturers' "trust" — 
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and declined — is immaterial. It might be of interest if 
the president would present his evidence in this matter, 
and incidentally explain whether he is opposed to "trusts" 
as a matter of principle, or whether the "trust" he says he 
was invited to join did not appeal to him. 

The solicitude of the combination for the "small and 
average-sized manufacturer of shoes" is brought out in 
the reported views of a director of the combination in a 
statement evidently intended to present reasons why 
"individual leases for individual machines" is not best for 
the welfare of the "small manufacturers." These reasons 
do not appear to be convincing, however, when subjected 
to the light of certain indisputable facts. The director is 
invited to explain : — 

(i) If the shoe machinery combination owes its controlling 
position to the ownership of patents, why may it 
not lease individual machines without the tying 
clause requiring lessees to take other machines? 

(2) If the machinery of the combination is better than that 

which others can produce, why does not such con- 
sideration afford every legitimate protection without 
the tying clauses of the leases? 

(3) If the combination's machinery is not covered by basic 

patents, and if it is not better than that which others 
can furnish, why should American shoe manufacturers 
be compelled to exclusively employ the essential 
machinery of the combination and they and the 
public be debarred from the benefits accruing through 
the use of machines of expired patents for which there 
would be no rental, or royalty, charges? 

(4) Why continue this talk about the advantages enjoyed 

by the "small shoe manufacturer" through obtaining 
his machinery from the combination for "nothing," 
when it is the fact that the consumer pays all rentals, 
or royalties, demanded by the shoe machinery com- 
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bination, the "small shoe manufacturer" adding the 
amount of such rentals, or royalties, to the cost of 
his product, collecting it from the consumer, and 
turning it over to the combination in payment for 
machinery that costs him "nothing"? 

It must be perfectly obvious that, were it not for the 
restrictive leases of the combination, with their tying 
clauses, there would be competition in shoe machinery in 
the United States, as there is in Europe, under which shoe 
manufacturers would have the privilege of purchasing their 
essential machinery outright and be thereafter free from 
rentals and royalties. Some of the most essential machinery 
is purchased by the foreign shoe manufacturer at prices 
considerably less than the annual rental paid by the Ameri- 
can shoe manufacturer for similar types. The foreign 
manufacturer possesses his machinery as an asset and pays 
no royalty. The machinery of the American manufacturer 
is a liability: he continues to pay royalties for the term of 
his lease, generally seventeen years. In the matters of 
repairs and duplicate parts both the foreign and American 
manufacturer pays for what he gets, there being this dif- 
ference, however, the foreigner may use his discrimination 
as to the parts and repairs required for his machine, while 
the American manufacturer has no voice in these matters, 
his lease obligations vesting determinations of these kinds 
in the combination. Has anybody connected with the 
shoe machinery combination explained, or attempted to 
explain, why the American shoe manufacturer and the 
American public should not enjoy the benefits and freedom 
of competition in shoe machinery in all respects equal to 
those prevailing in Europe? In all discussions of the shoe 
machinery issues those controlling the combination appear 
to prefer to ignore the existence of anti-trust laws, and the 
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fact that one hundred million American wearers of shoesy 
who directly pay the rentals, or royalties, exacted for the 
use of the combination's machinery, are an important 
factor and deeply interested in the questions involved. 
Apparently, the combination desires to have the issue con- 
fined to its assertions that its determination of what is 
best in shoe machinery should be forever left to the few men 
controlling it, and that the "small shoe manufacturer" 
— all of whom "are used alike" — ^would be ruined if such 
condition is interfered with. In support of this contention 
some "small shoe manufacturers" will stand up and testify 
that they obtain their essential machinery from the com- 
bination for "nothing," and that fact is of great benefit 
to them as they can use their capital in other directions. 
Under cross-examination these "small shoe manufacturers" 
would be obliged to testify that they did pay a rental, or 
royalty, for the use of this machinery obtained for " nothing " ; 
and that in order to pay such rental, or royalty, they were 
obliged to add such amounts to the cost of their product, 
collect it from the consumer, and turn it over to the com- 
bination. If the "small shoe manufacturers" were unable 
to state the fact from their own knowledge, other testimony 
would be forthcoming from those who do know that in many 
cases the rental of essential machinery amounts in each year 
to several times the factory cost of such machinery. It 
would appear, therefore, that, while this machinery costs 
the "small shoe manufacturers" "nothing," it does cost 
the consumer a great deal. As an economic proposition, 
it would pay the consumer to loan the "small shoe manu- 
facturers" the money with which to purchase this essential 
machinery, provided conditions of competition like those 
existing in Europe were afforded in shoe machinery, as 
under such conditions the "small shoe manufacturers" 
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could earn the amount of the loan through savings in rentals, 
or royalties, in a comparatively short time (in some instance 
in considerably less than a year), and thereafter both the 
"small shoe manufacturers" and the consimiers would be 
benefited: the "small shoe manufacturers" would have 
their machinery as an asset, instead of a liability as at 
present, and the consimier might reasonably expect a sub- 
stantial reduction in the cost of his shoes, as the rental, of 
royalty, would not be an element in such cost. There is 
no theory about this proposition: all the facts of the shoe 
machinery situation both at home and abroad are too well 
established to leave any doubts as to the real and practical 
issues. In a broad and comprehensive review of the situa- 
tion the following parties in interest are disclosed: — 

(i) One shoe machinery combination controlling approxi- 
mately ninety-eight per cent. (98%) of the shoe 
machinery business of the United States. 

(2) Fifty, more or less, shoe machinery concerns dividing 

two per cent. (2%), approximately, of the shoe 
machinery business of the United States. 

(3) Something like twelve hundred (1200) shoe manu- 

factiu*ers producing $400,000,000, approximately, 
value in boots and shoes. 

(4) Something like 100,000,000 wearers of boots and shoes, 

who pay for the boot and shoe product, which in- 
cludes the rental, or royalty, payment charged by 
the combination for the use of its machinery. 

Under the conditions represented by these four parties in 
interest in the shoe machinery situation in the United States, 
should the "arguments" of those controlling the combina- 
tion, supplemented by the pleas of the "small shoe manu- 
facturers," as presented in the foregoing quoted article, 
predominate as against the rights of the American wearers 
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of boots and shoes (and those shoe manufacturers who 
demand different conditions) to enjoy the benefits of tmre- 
stricted competition in shoe machinery? 

There is no intention to reflect on shoe manufacturers, 
small or large, but in view of statements contained in the 
quoted article it is clearly pertinent to point out this ** grand- 
stand play" nonsense as to the "benefits" obtained by the 
* * small shoe manufacturers. ' ' If the combination, or its allies, 
have any broad and convincing facts tending to show that 
the absolute control of the essential shoe machinery, vital 
to shoe production in the United States, should continue to 
be exclusively and perpetually vested in a few men, why do 
they not present them, instead of asserting that the com- 
bination has prevented consolidations in the shoe manu- 
facturing trade, and that Lynn and Brockton manufacturers 
will be driven out of business imless the present lease sys- 
tem continues? 

These would be live issues if discussed in a broad spirit 
and disclosed some economic principle calculated to sup- 
port the existing monopoly as of some pubHc benefit to all 
concerned. Confining the defence to a "holier than thou" 
style, and ringing in the "small shoe manuf actiu*ers " who 
are all "treated aUke," is not conclusive to a determination 
that the best interests of a hundred million people in the 
matter of substantially all the most essential shoe ma- 
chinery are to be exclusively and perpetually imder the con- 
trol of a few people self-appointed to the task. 
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CHAPTER XXI. 

"HANAN FINDS FLAWS IN THE SHERMAN 

ACT." 

John H. Hanan, Director of the United Shoe Ma- 
chinery Company and President of the National 
Boot and Shoe Manufacturers' Association, dis- 
approves OF THE Anti-trust Law. 

He believes in *^fair, normal, healthy competition, carried on 
free from the restraint of monopolistic control,'' 

[Copyright, 1911, by The Weekly Bulletin Publishing Co.] 

To the Editor of The Weekly Bulletin :^- 

In the Boston Herald of November 21 appears an article 
by John H. Hanan, president of the National Association 
of Boot and Shoe Manufacturers and an active director of 
the United Shoe Machinery Company. He says in part: — 

"I am old-fashioned enough to believe in competition — 
not the destructive kind that tries to ruin the market for 
everybody, but normal, healthy, wide-awake competition 
that seeks to win trade on its merits, and which has placed 
the American manufacturer in the forefront in the trade 
competition of the world. 

"President Taft has recently been preaching to business 
men the advantages of competition. If the President means 
by competition the kind of competition that business men 
mean, — namely: fair, normal, healthy competition, carried 
on free from the restraint of monopolistic control, on the one 

[102] 
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hand, and free from harassing law-suits by the government, 
on the other hand, — I heartily agree with him. Such com- 
petition has never harmed the business man or the con- 
simier." — Copyright by Chicago Tribune. 

It is difficult to reconcile Mr. Hanan's praise of competi- 
tion in Shoe Manufacturing with his practice of monopoly 
in his Machinery Business, 

The comer-stone of the business structure erected by the 
United Shoe Machinery Company is monopoly. Nobody 
can know better than Mr. Hanan that the policy of the shoe 
machinery combination is one that tolerates no competition 
in its essential machinery. At a recent hearing at the State 
House: — 

"Mr. Winslow said that his company doesn't offer to 
furnish a lasting machine to be used in conjimction with 
another man's machines. If it did, its machines would sit 
idle in the shops, while the machines which do not pay a 
royalty were used." 

And yet Mr. Hanan publicly advises that the solution of 
questions involving the regulation of combinations alleged 
to be in restraint of trade is to be found through an emula- 
tion of the pattern furnished by the organization and methods 
of the shoe machinery trust, presenting, as he says, "an 
example to every other industry, if the situation in other 
industries were such that they could adopt the system which 
has met with this pronoimced success." 

Mr. Hanan's article will, undoubtedly, recall many previ- 
ous attempts to ride two horses going in opposite directions 
at the same time; and it is believed that, in the opinion of 
the discriminating reader if Mr. Hanan's effort to make it 
appear that the term "fair, normal, healthy competition, 
carried on free from the restraint of monopolistic control," 
is synonymous with the term "tmfair, abnormal^ imhealthy 
competition, carried on under monopoHstic control," Mr. 
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Hanan has been no more successful in his literary exercise 
than have those who have attempted the impossible eques- 
trian g)annastics. 

To talk of the merits of the leasing system is to obscure the 
issue. The leasing system is not attacked, merely its 
monopoly feature, which prevents competition in the essential 
royalty producing bottoming machinery, which is the back- 
bone of the United Company's business. This system is not 
inherited. A lease system has prevailed for about fifty 
years, but not the present lease System, which restrains com- 
petition. Mr, Hanan knows full well: — 

(i) That prior to the formation of the United Shoe Ma- 
chinery Company there was competition in essential ma- 
chinery, and that there were leases that did not tie one ma- 
chine to the other. 

(2) That the United Shoe Machinery Company has prac- 
tically suppressed competition in essential machinery 
through bu5dng out its competitors or otherwise eliminating 
them from the field, and through inserting in its leases t5dng 
clauses which practically prohibit competition from spring- 
ing up. 

(3) That through this manipulation the public has lost 
the benefit from the expiration of important shoe machinery 
patents, and a beneficent purpose of the patent law has 
been defeated. 

Mr. Hanan says, "In the boot and shoe business there is 
not, and never has been, a trust." 

Let the president of the National Association of Boot and 
Shoe Manufacturers, Mr. Hanan, explain — ^if he can con- 
sistently in view of his approbation of the shoe machinery 
combination as a "model" — why on the broad grotmds of 
public policy and economy he should not welcome a trust, or 
combination, in the boot and shoe industry of the United 
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States, patterned after the United Shoe Machinery Com- 
pany. Obviously, Mr. Hanan favors the United Shoe Ma- 
chinery Company model for the cotton machinery industry, 
the automobile industry, the baking industry, the printing 
machinery industry, the brickmaking industry, the lum- 
ber mill industry, and for all industries where conditions 
permit. As to conditions in any or all industries permitting 
the adoption of Mr. Hanan's "model," it may again be 
observed that Mr. Hanan and his associates in the shoe 
machinery combination brought about the conditions which 
resulted in the monopoly of essential machinery with its 
restrictive leases, and did not inherit the system as it is. In 
the same manner it may be possible to influence conditions 
in all industries so as to make them applicable to Mr. Hanan's 
model pattern. 

It is hoped that Mr. Hanan will further contribute to the 
campaign of publicity in shoe machinery and endeavor to 
clear up some apparent inconsistencies in his article, stating 
more definitely than he has done whether he beUeves in a 
"fair, normal, healthy competition" in the shoe manufactur- 
ing industry, and does not believe in such competition in his 
other business, — the shoe machinery industry. He is also 
invited to express his views as to whether the application 
of his model plan — that of the United Shoe Machinery Com- 
pany — to other industries would not strongly tend towards 
stifling invention and progress, and annihilate competition, 
owing to the fact that, imder such model plan, each industry 
would be imder the domination of a few men and operated 
under contracts of an absolutely restrictive character. In- 
cidentally, he might propoimd his theory as to the form of 
government most desirable for the most advantageous 
exploitation of his model plan of universal combination. 

The exigencies of the shoe machinery situation of the 
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United States and the desire of the shoe machinery combi- 
nation "to be let alone" have certainly evolved many re- 
markable and novel theories, — ^perhaps none more remark- 
able and novel than those advanced in Mr. Hanan's criticism 
of the Sherman Act and approval of the organization and 
methods of the United Shoe Machinery Company. 
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CHAPTER XXII. 

THE SMALL SHOE MANUFACTURER. 

His Exploitation as a Leading Issue in Shoe 
Machinery. 

[Special Correspondence.] 
[Copyright, 1911, by The Weekly Bulletin Publishing Co] 

To the Editor of The Weekly Bulletin: — 

In the shoe machinery discussion the "small shoe manu- 
facturer" has been exploited much as the "common people" 
are made an issue in politics. It may be doubted whether 
the average "small shoe manufactiu*er" appreciates the 
position assigned him. He may not tmreasonably con- 
clude from what he reads in circulars and newspaper ad- 
vertisements of the shoe machinery combination that he is 
its especial object of solicitude, and even in Congress the 
cotmtry is told that, if he "is of good character," he may 
obtain his essential machinery for "nothing." 

Most remarkable assertions are made by those in control 
of the shoe machinery situation regarding the many benefits 
afforded the "small shoe manufacturer" by the existing 
system, including statements of the large sums expended for 
new machinery and improvements, and the vast nimiber of 
old machines consigned to the "scrap heap," and a reitera- 
tion of the wonderful attention and service rendered. But 
the most astonishing of all claims is that which asserts that, 
were it not for the present protective system of the United 
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Company, the "small shoe manufacturer" would be obliged 
' * to go out of business." It has recently been stated, — 

"If the shoe machines were to be purchased instead of 
leased, there would not be a single shoe manufacturer in 
Lynn but would have to go out of business, simply because 
he could not meet the expenses of properly equipping his 
factory with machines, as could the large manufacturers. 
The same condition of affairs would also prevail in Brockton 
with the exception of possibly a few of the largest concerns." 

As the "small manufactiu*ers" existed in larger numbers 
and thrived, and many became large manufactiu*ers long be- 
fore the shoe machinery combination of 1899 was effected, 
there is no logical reason to suppose or believe that, if again 
afforded the benefits of competition in shoe machinery, they 
would not flourish and be as successful as in ante-combina- 
tion days. 

The trtce position of the "small manufacturer" is to be 
determined by conditions as they exist in this country now, 
not by vague assertions which only tend to confuse the real 
situation. 

It has been claimed that the essential machinery of the 
"small manufacturer" costs him "nothing," — a claim which 
is antagonistic to the truism that "no one gets something for 
nothing." Technically, perhaps, — or through a play upon 
words, — this claim may be generally regarded as within the 
facts. The "small manufacturer" obtains such machinery 
from the United Company without initial payment. At 
this time, however, he executes a contract under which he 
assumes obligations of paying return premiiuns and cost 
of repairing the machines when they are returned to their 
owner — the combination — ^upon the termination of the 
lease period, or previously if he discontinues business before 
that time. Thus he assumes a substantial liability when 
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executing the contract under which he obtains his machinery 
for "nothing." It is not observed that the public is always 
informed through advertisements or otherwise as to this 
liabiHty assiuned by the "small manufacturer"; but he 
knows about it, and fully appreciates its ever-present obli- 
gations. 

During the contract period the "small manufacturer" 
pays for everything he gets. He pays a substantial royalty 
on every pair of shoes manufactured by him for the use of 
the combination's machinery, and for all parts and repairs 
to such machinery, all of such payments being obligations 
tmder the contract, concerning which the "small manu- 
facturer" has no voice. The "small manufacturer" is 
aware of these facts, and is tmder no illusion of receiving 
benefits for which he does not pay in full. 

In Europe — where independence in shoe machinery af- 
fords an object-lesson which might well be emulated here — 
essential shoe machinery is sold outright or on instalments. 
The quoted assertion, "If the shoe machines were to be 
purchased instead of leased, there would not be a single 
shoe manufactiu*er in Lynn but would have to go out of 
business," etc., was evidently based upon the supposition 
and belief that the United Shoe Machinery Company 
alone would determine outright sale terms. Undoubtedly, 
were such to be the fact, there would be no material differ- 
ence in conditions in shoe machinery under outright sale 
than tmder the existing lease. Obviously, sale prices might 
be made, as restrictive in effect as are lease obligations in 
prohibiting competition. But in view of the fact that a 
line of essential machinery, with a capacity of a thousand 
pairs of men's welt shoes per day, may be purchased in 
Europe, free from royalty or other obligations, for from 
$15,000 to $18,000, and many or all of these machines 
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may be obtained on instalments, the United Company, as 
an exclusive determining factor in the proposition, ceases to 
have the weight or importance supposed to have been as- 
simaed by the author of the quoted article. To make this 
clear, it is suggested that, if this line of essential machinery 
may be purchased by instalments equalling the royalty now 
paid the combination as rent, such machinery would be 
paid for in a little over one year, as follows: — 

CapacUy — Daily. Capacity — Yearly. Present Royalty. Yearly Royalty Paid. 

(300 Days) (Men's Per Pr.) 

1,000 pairs 300,000 pairs. 5 cents. $15,000.00 

Under the above plan no manufactmrer would be required 
to expend more money to purchase his essential machinery 
than he now pays for its rental. His present rent would be 
diverted to payment for machinery which would in some- 
thing over a year be his property and an asset of his business 
instead of a liability. His credit at the bank would be 
correspondingly enhanced; he would be his own master in 
machinery development, free to take advantage of im- 
provements; he would determine the kind and amount of 
service desired and pay for what he gets. He would be at 
hberty to avail himself of such economies relating to his 
machinery as his genius and judgment dictated. Occupy- 
ing this independent position, he may retire from business 
free from the liabilities of return premium and repair charges 
on machinery. As his essential machinery will have been 
paid for in a little over a year, his profit thereafter will be 
materially greater than under the present system. 

Under competitive conditions, shoe machinery heed not 
necessarily be confined to sale, for there is no objection to 
the lease system per se. Leases free from restrictions which 
prohibit the use of competitive machines are not and never 
have been objectionable, and in some instances may be 
desirable. 
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Can there be any doubt if competitive conditions in 
essential shoe machinery are afforded in the United States, 
it will quickly be open to the "small manufacturer" as well 
as the large one to take advantage of economies in machinery 
through outright purchase or competitive leasing along the 
lines suggested? Can anybody discover wherein any shoe 
manufacturer will be at a disadvantage or "forced to go 
out of business" under such plan? 

The "small manufacturer" is invited by the combina- 
tion to accept its advice as to all matters pertaining to shoe 
machinery, but its gauge is not the only one by which to 
measure the situation. Open leases and fair competition 
will quickly determine the standard of prices and the condi- 
tions which should prevail in shoe machinery in the United 
States. The question then would be not as to whether a 
particular shoe machinery concern spent $1,000,000 to 
build and demonstrate a certain machine, but whether 
another competing concern might not have built and dem- 
onstrated a better machine for $20,000 or less. The shoe 
manufacturer would not be obliged to pay his proportionate 
part of the $1,000,000 spent experimentally, unless he de- 
sired. He will pay for results, and not because somebody 
tells him of results to be afforded him in th.t future. 

Recently an illustration was circulated by the United Co. 
showing a "scrap heap," intended, it is supposed, to illus- 
trate the utter abandon with which the combination spends 
money by discarding old machinery and substituting im- 
proved devices, largely for the benefit of the "small manu- 
facturer," it may be assumed. It would be of interest, 
could it be known what portion of this "scrap heap" repre- 
sents machines of others than the combination for which 
machines under the lease system have been substituted for 
the purpose of extending its control, and what proportion 
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represents the combination's machines on which the patents 
have expired and have been replaced by machines which 
may or may not be improvements on those discarded, but 
which also extend the lease and control. Whether these 
machines which have been thrown in the "scrap heap" 
might not well have been used by manuf actmrers at a greatly 
reduced rate of royalty or sold to them at a reasonable price, 
so that the public might have been benefited, are matters 
not made clear by the illustration. 

It is but natmral that the average reader of the daily press, 
who sees but one side of the shoe machinery situation, should 
be impressed by statements of lavish expenditures for the 
benefit of shoe manufacturers and by various exploitations 
of the "small manufacturer" and other things which 
obscure rather than make clear the real issue, and the main 
object for which the combination is contending, — the con- 
tinued elimination of competition in essential shoe machinery. 
If the reader will study the combination's leases, he may in- 
deed wonder at the necessity for such iron-clad contracts, 
especially in view of its assertions that its line of machinery 
and service are so superior. The reader may also wonder 
at the unwillingness of the combination to expose itself to 
competition that would test this claim. An article in the 
North American states that the United Co. cannot stand 
competition. This appears to be supported by the following 
statement of Mr. Winslow during a recent hearing at the 
State House: — 

"Mr. Winslow said that his company doesn't offer to 
furnish a lasting machine to be used in conjtmction with 
another man's machine. If it did, its machines would sit 
idle in the shops, while the machines which do not pay a 
royalty were used." 

Mr. Winslow is tmdoubtedly right as to what would 
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happen to his lastmg machines in the event of competition, 
and probably shrewdly suspects the same would be true of 
his other royalty machines under like conditions. 

Does the "small shoe manufacturer" really beUeve he 
is an object of solicitude to the management of the combina- 
tion and that the large outlay is for his benefit? . Does he 
not honestly believe that such expenditure is primarily for 
the purpose of keeping him — and other shoe manufactiu*ers 
— just where they are? 

The "small shoe manufactmrer" and the large one should 
not forget the principle involved in open and fair competi- 
tion extends beyond their personal interest in the shoe 
machinery situation, and that they cannot consistently 
urge the benefits of open and fair competition in their own 
business and lend their support to monopoly in essential 
shoe machinery. The American public is entitled to a 
square deal at the hands of the American shoe manufacturer, 
and has a right to expect that they, of whom it obtains its 
footwear, will exercise a reasonable spirit of American 
independence in taking advantage of every mechanical 
device in improving the quality and lessening the cost of 
his product, and that in so doing he will not close his eyes 
to manifest opportunities for economy and improvement. 
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CHAPTER XXIII. 

THE NEWS BUREAU CANVASS. 

American Shoe Manufacturers* Opinions of the Shoe 
Machinery Combination. 

To the Editor of The Weekly Bulletin : 
The Neufs Bureau incident is closed. 
It presents in its issue of December 7 the results of its 
canvass of "about 1,200" — "all in the trade list'* — Ameri- 
can shoe manufacturers as to their opinions of the United 
Shoe Machinery Company. 

The following analysis is made from the News Bureau's 
tabulation:— 

Total number of shoe manufacturers to whom in- 
quiries were sent 1,200 

Number of manufacturers whose views are "sum- 
marized in percentage figures " 414 

Percentage of total manufacturers addressed whose 
views are "summarized** in News Bureau's 

tabulation 34-5% 

Percentage of manufacturers whose opinions were 
sought, who favor the United Shoe Machinery 

Company 21.8% 

Percentage of manufacturers whose opinions were 
sought, who are either unfavorable to the 
United Shoe Machinery Company or who have 
not replied to the News Bureau's questions . 78.2% 
The remarkable conclusion reached by the Boston News 
Bureau from its tabulation of results — " that nine-tenths of 
the shoe manufacturers of the United States are satisfied 
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with their relations with the United Shoe Machinery Com- 
pany " — appears to be founded upon the proposition 

That 21.8 per Cent, of the Total is Really Equivalent 
TO Nine-tenths, or 90 per Cent. 1 1 1 

It must have been "astonishing" to the News Bureau that 
the " flood of letters received " which were deemed worthy 
of tabulation aggregated 34.5 per cent, of the total number 
of inquiries sent out by it, and that a little more than one- 
fifth of the shoe manufacturers of the United States are 
more or less enthusiastic over the shoe machinery combina- 
tion. What would happen if the 78.2 per cent, manufactur- 
ers that were either unfavorable or did not care to stand up 
and be counted were forced to stop making shoes? This 
might be a practical answer to the News Bureau's proposition. 
But, whatever may be thought of the News Bureau's 
modern and novel method of demonstrating that 

2 + 2 = II, 

there will be no disposition to assert that it is not a past 
master in the art of whistling to keep up its courage in the 
shoe machinery campaign. 



Digitized by VjOOQIC 



CHAPTER XXIV. 

EQUITABLE RIGHTS OF THE PUBLIC VS. 
PATENT OFFICE RULES AND PRACTICE. 

Some Suggestions as to the Urgent Necessity for a 
Congressional Investigation of Existing Con- 
ditions. 
To the Editor of The Weekly Bulletin: — 

Your issue of Sept. 23, 191 1, contained an article entitled 
"Patent OflSce Rules and Practice," in which attention was 
called to prevailing conditions in the Patent OflSce, under 
which applications for patents frequently remained in the 
oflSce for many years, finally being allowed and thereafter 
the owner of the granted patent enjoying a monopoly for 
seventeen years. As an illustration of the rules and prac- 
tice imder which such conditions exist, forty-six patents 
issued to the United Shoe Machinery Company during the 
twelve months ending August 22, 1911, were enume- 
rated. 

These applications were pending before allowance from 
five to more than thirteen years, the average for the forty- 
six applications being more than eight years. It appeared, 
therefore, that these patent monopolies were covered, di- 
rectly and indirectly, for varying periods of from twenty- 
two to more than thirty years, the average being something 
more than twenty-five years. 

In the Official Gazette of the United States Patent OflSce 
of issue of November 21, 1911, the report of the Commissioner 
of Patents to the Secretary of the Interior for the fiscal year 
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ended June 30, 1911, refers to the conditions above illustrated, 
as follows: — 

"I also respectfully recommend the passage of the bill 
prepared by me and introduced and referred to the Patent 
Committee of each House of Congress in the Sixty-j&rst 
Congress, and reintroduced by Mr. Oldfield, chairman of 
the Patent Committee, requiring that an application for 
patent shall be prosecuted within six months after any 
action by the Patent Office. The present period within 
which the applicant is allowed to amend is one year, and 
imder the existing practice there have been many instances 
of cases being amended just within the one-year limit, in 
order to keep them alive, they thus serving as drag-nets 
in many cases to catch inventions along similar lines which 
may be subsequently applied for, thereby involving inventors 
in expensive interference proceedings. It has been the 
effort of the Office to get the old cases out of the Office when- 
ever possibly consistent with good work. The Office has 
been severely criticised recently, especially in the last year 
or two, for allowing applications, particularly those owned 
by corporations, to rest in the Office for such long periods 
as to really have the effect of extending the patent period 
in case such applications are later passed to issue. Instruc- 
tions have been repeatedly given to the examining corps 
to, as far as possible, get rid of all such cases as are delayed 
apparentiy by the applicant or his attorney. Had this bill 
passed, it would have almost entirely overcome that criti- 
cism." 

The above quotation from the Commissioner's report 
appears to justify the criticism of the Bulletin's article of 
September 23, as the Commissioner himself apparently 
recognizes the existence of abuses of the kind referred to 
in that article. 
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It may be interesting to note, at this point, the coinci- 
dence of the fact that in the very issue of the Official 
Gazette in which the Commissioner's report is published 
— that of Nov. 21, 1911 — official notice is given of the issue 
of a patent to the same corporation referred to in Ita: 
Weekly Bulletin's article of September 23. 

The United Shoe Machinery Company: — 

No. of Date of Filing Date of Issue. Application 

Patent. Application. in Patent Office. 

1,000,710 Feb. 20, 1892 Nov. 21,1911 19 years, 9 months. 

The above patent will expire on Nov. 21, 1928, at which 
time thirty-six years and nine months will have elapsed 
since its application was filed in the Patent Office. 

It is not alleged that this patent or any of those referred 
to in the previous article have been employed in "drag-net" 
operations of the kind to which the Commissioner refers, 
but it does seem that a Congressional investigation of all 
the patents specifically mentioned in this and the previous 
Bulletin article of September 23 might be of vital im- 
portance in disclosing the history of these delayed applica- 
tions and the necessity therefor. Here is a specific illus- 
tration of delayed applications for patents, forty-seven in 
number, which have resulted in that number of patents 
being issued to a single corporation, the average time during 
which such applications have been held in the Patent Office 
being more than eight years. 

It is not believed that the recommendation of the Com- 
missioner of Patents, above quoted from his report, will 
materially aid in the elimination of the abuses in question. 
The patent grant is a contract made in good faith by the 
public with the owner of a patent, who is supposed — and 
should be required — to also act in good faith. If the patent 
laws, or the rules and practice imder such laws, are to be 
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amended so that the equitable provisions of the patent 
contract shall be observed in the spirit and to the letter of 
the law, the amendments should be based upon information 
disclosing abuses under existing laws and practice, — ^if 
such there be, — and not limited to minor changes in rules 
of practice. An examination of the patent records shows 
that a very large number of patents are issued in from one to 
two years after their date of application, — as a matter of 
opinion, it may be stated that a large majority of patents 
are issued within such time, or approximately so, — ^and it 
is believed that, if the date of an allowed patent should be 
made its date of application, with some equitable provision 
for an extension of its period in the event of an interference 
prosecuted in good faith, the abuses in question would be 
entirely suppressed, while at the same time the equitable 
rights of the patentee would be conserved. 

It is also suggested that consideration should be given to 
the desirability of amending the patent laws so that the 
existence of a patent depended upon its being " worked *' 
within a reasonable time after its issue; that is, that the 
subject of the patent should be made available for practical 
use and offered to the public commercially. Unquestionably, 
many patents are taken out with the express purpose of 
"shelving" them and preventing the use of their subjects 
by others. Such practice may, and imdoubtedly does, 
result in the maintenance of a monopoly of old machines or 
devices, as with newly issued patents broadly covering 
improvements, held only for the purpose of preventing 
others from improving an art or industry, the use of the old 
machines or devices by the public may be made compulsory. 
The grant of a patent should be made conditional upon its 
availability for commercial use, under a penalty of forfeiture 
for non-compliance. Such change in the law would be con- 
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sistent with its spirit, in that it would prevent a prevailing 
abuse, while affording all legitimate protection to those who 
employed the patent privilege for advancing the arts. 

The rights of the pubUc to use the subjects of expired 
patents should be better protected than they are at the pres- 
ent time. In a way this suggestion is involved in the pre- 
ceding proposition, but some specific changes in the law 
should be made whereby the public may not be restricted 
through contracts or leases from making, vending, and 
using those things which its contracts with patentees spe- 
cifically provide is the consideration of the patent grant 
upon the expiration of the patent term. It is claimed that 
in some industries this equitable and beneficent provision 
of the patent law is nullified through contracts, or leases, 
containing t)H[ng and exclusive use clauses, applying to prac- 
tically all manufacturers engaged in such industry, thus 
prohibiting the possibiUty of competition by those who 
would furnish machines or devices of expired patents, and 
thereby preventing the public from obtaining any benefit 
from a lessened cost of production through the use of ma- 
chines or devices made from expired patents. 
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CHAPTER XXV. 

RESTRICTIVE CONTRACT THE ESSENTIAL 

ELEMENT OF THE COMBINATION'S 

"CONCRETE MIXER." 

To the Editor of The Weekly Bulletin: — 

The article in the Bulletin of the 25th of November, 
on "That Welting and Stitching Machine Lease," brings to 
mind a claim that the shoe machinery company's supporters 
have made, — that the united line of machinery is, so to 
speak, an organism, the different units of which are inter- 
dependent; that is to say, every unit is designed to prepare 
the work properly for the next operation. The favorite 
simile is that their line of machinery is like a concrete mixer 
into which the raw material is poured, and the finished prod- 
uct issues. All who are familiar with the development of 
shoe machinery know perfectly well that this claim of inter- 
dependence is not well foimded. 

The claim has no foundation based upon any mechanical 
or economic reason as the essential machines of the combina- 
tion are not interdependent, except in one sense, — that of the 
tying and exclusive use provisions of the leases which arbitrarily 
require that the use of one machine is dependent, directly or 
indirectly, upon the use of alL 

It is understood that this argument was used as a defence 
against the imit lease when first proposed; that is, against 
the former methods of leasing machines. Now everybody 
knows that prior to 1899 essential machines were obtained 
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on individual leases, and, as the essential machines are the 
same now as then, with very few changes, it is hard to recon- 
cile this "interdependent" theory with such fact. There 
is, of course, no mechanical reason why there should be any 
interdependence to-day, more than there was prior to 1899. 

If through its "organism" each and every unit of the com- 
bination's concrete mixer is better than each and every unit 
produced by others, then the combination would enjoy a 
monopoly in concrete mixers based upon the merits of every 
imit. It would be imnecessary for the combination to set 
up unsupportable claims, theories, and similes, as all shoe 
manufacturers would desire to employ each and every imit 
on its merits. They had this liberty of action before the 
formation of the combination in 1899, and nothing that the 
combination has achieved mechanically since that time sup- 
ports any claim that essential shoe machinery is any more 
"interdependent" now than before 1899 so far as the neces- 
sity based on merit exists for exclusively employing all the 
essential machinery of one particular "organism." 

Interdependency in shoe machinery under conditions as 
they exist in the United States to-day is a term which may 
accurately designate the situation of American shoe manu- 
facturers who are subject to the lease conditions of the shoe 
machinery combination in the matter of compulsory con- 
tribution to its profits and the perpetuation of its monopoly. 

The units of essential shoe machinery are inter- 
dependent IN THE United States because the leases of 

THE SHOE MACHINERY COMBINATION MAKE THEM SO — ^AND 
FOR NO OTHER REASON. 
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CHAPTER XXVI. 



SHOE MACHINERY— EXPIRED PATENTS. 

Do NOT THE Restrictive Leases of the Shoe Machinery 
Combination deprive the American Public of 
Legal as well as Equitable Rights with Respect 
TO THE Use of MAcnmES of Expired Patents? 

To the Editor o/Tke Weekly Bulletin: — 

The grant of a patent of the United States is a contract 
between the American public and the patentee, whereby in 
consideration of a full disclosure of the invention, through 
specifications and drawings filed at the Patent OflSce, the 
patentee is granted a monopoly in the invention for seven- 
teen years, AT THE END OF WHICH TIME THE 
INVENTION IS TO BE OPEN TO THE PUBLIC 
TO MAKE, USE, AND VEND. 

The American people are entitled to receive all the bene- 
fits which may accrue from their right to manufacture, use, 
and sell machines of expired shoe machinery patents which 
have )delded the shoe machinery combination and its prede- 
cessors millions of dollars in profits heretofore, because of 
the monopoly granted by the American people. 

Will those in control of the shoe machinery com- 
bination explain how the American people can 
avail themselves of the beneficial consideration of 
the patent contract through an unrestricted man- 
ufacture, use, and sale of shoe machinery of expired 
patents, in view of the restrictive leases existijijg^ 
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between the combination and practically all Amer- 
ican producers of machine-made boots and shoes? 

It may be of interest to those whose duties or inclinations 
may lead them to desire further and detailed information 
on this subject to study the bill of complaint and exhibits 
recently filed in the Federal Circuit Court at Boston by the 
United States in its equity suit against the United Shoe 
Machinery Company. 

WHY ARE THE AMERICAN PEOPLE DENIED 
AN UNRESTRICTED RIGHT TO MAKE, USE, AND 
VEND THE SHOE MACHINES FOR WHICH THE 
PATENTS HAVE EXPIRED? 
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1901 

Leases of the United Shoe Machinery Company in 1901 : — 

"The fact is the great strides made by American inven- 
tors and manufacturers of shoe machinery were made under 
competitive conditions. It has been so and will be so again. 
As sure as day succeeds the night the establishment of a virile 
opposition to the present machinery monopoly will bring to 
•life new ideas and appUances in this field as the showers 
and simshine bring forth the flowers of the fields." — Shoe &• 
Leather Gazette, Feb, 23, 1901. 

"All 'handcuff clauses' ought to come out of those leases 
before they are signed,^ '^— Shoe 6* Leather Reporter, Jan. 3, 
1901. 

1907 

Leases of the United Shoe Machinery Company in 1907: — 

"No person, firm, corporation or association shall insert 
in or make it a condition or provision of any sale or lease of 
any tool, implement, appliance or machinery that the pur- 
chaser or lessee thereof shall not buy, lease or use machin- 
ery, tools, implements or appliances or material or merchan- 
dise of any person, firm, corporation or association other 
than such vendor, or lessor." — Extract, '^Shoe Machinery 
BUl,^^ enacted by Massachusetts Legislature, 1907. 

1911 

Leases of the United Shoe Machinery Company in 191 1: — 

"It was voted that this association places itself on record 
as in favor of a continuance of the present lease system as 
used by the United Shoe Machinery Company, provided 
such portions of the lease as operate to exclude the use of 
competitive machines be abolished, and the penalty or 
charges for returning used machinery be modified or wiped 
out." — Brockton Shoe Manufacturers Association, recently 
adopted resolution. 

The shoe machinery issue first, last, and always, — 

The removal of lease restrictions which ^^ operate to exclude 
the use of competitive mcu^hinesJ^ 
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